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THE FUTURE OF SMALLTOWN AND RURAL AMERICA: 
THE IMPACT ON SMALL BUSINESS 



House of Representatives, 

SUBCOMMIITEE ON SmALL BUSINESS PROBLEMS 

IN Smaller Towns and Urban Areas of the 

Select _Co3I3iittee on Small Business, 

Washington, D O. 

The siibcomnvittee met, purfjuaiit to notice, at 10 :10 a.m., in room 
2359, Eayburn House Office Building, the Honorable John Kluczynski 
(chairman of the subcommittee) presiding. 

Present: Eepresentatives Kluczynski (presiding), Gorman, Conte, 
and Stanton. 

Also present: Representatives Bergland and Hungate of the -ull 
committee; Donald B. Roe, subcommittee counsel; John M. Finn, 
minority counsel ; and Myrtle Ruth Foutch, clerk. 

Mr. Kluczynskc. The lieaving will come to drder. 

The Subcommittee on Small Business Problems in Smaller Towns 
and XTrbau Areas today commences hearings on the Future of Small 
Town and Rural America: The Impact on Small Business. 

Under the very capable leadership of our full committee chairman, 
Representative Jo,o ,L. Evins of Tennessee, our subcommittee has been 
able to continue its work in the field of rural America. Chairman 
Evins has been one of the most able and forceful spokesmen in the 
Congress to improv^^and enhance life in our countryside. 

Our hearings today represent an effort to determine tJie future 
Tyf*^Taii-^oi;vn-A-mTiTirnT^ 

areas is, of course, directly related to the question of whether small 
towns are able to continue in existence. 

The problems of rui-al areas liave too often been ignored at their 
expense and that of the big city. Having the honor and privilege to 
represent the 5th Congressional'District of Ilfeiois (Chicao:o), I have 
a deep commitment to resolving the plight of metropolitan areas. 
Like many of my colleagues who also represent big cities, it is evident 
to me that the dilemmas facing the countryside must be properly dealt 
with before we can adequately stem the difficulties of metropolitan 
areas. 

Reports have reached us that the Federal Government is lessening 
its efforts to aid and assist Small Town and Rural America. I hope 
this is not the situation, and we look forward to testimony from fed- 
eral officials resassuring us that the Government is actually increasing 
its efforts to provide Americans living outside of metropolitan areas 
the kind and quality of help tha t is so desperately needed. 
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(The full statement of Chairman Kluczynski follows:) 

Opening Statement of Hon.' John G. Kluczynski, Ohaibman, Subcomuittee 
ON Small Business Problems in Smaller Towns and Urban Areas 

The Subcommittee on Small Business Problems in Smaller Towns and Urban ' / 
Areas today commences hearings on the Future of Small Town and Rural 
America : The Impact on Small Business. 

Under the very capable leadership of our full Committee Chairman, Represent- 
ative Joe L. Evlns of Tennessee, our Subcommittee has been able to continue Its 
work In the field of rural areas. Chairman Evins has been one of the most able 
and^ forceful spokesmen in the Congress to improve mil enhance life In our 
countrysides. His efforts have gone a long way to Improving the entire Nation ^ 
by revitalizing rural areas. Our Chairman is to be highly commended for 
his concern and dedication, not only to his constituency, which he serves so 
admirali>ly, but to the people of smairTowris ancl rural areas "every \vt[ 

Our hearings today represent an effort to determine the future of Small Town 
America. The impact on small businesses in rural areas is, of course, directly ^ 
related to the question of whether small towns are able to continue in existence 
and whether people living in rural areas can continue to reside in their present 
location. There is an increasing concern over the problems faced by the Ameri- 
can countryside. 70 percent of the Nation's population live on one [percent of the 
land, but migration from rural areas to big cities continues, although at a lesser 
rate — stagnation exists in many parts of rural America stemming mainly from 
lack of economic diversification — health and medical services are often time not 
adequate — education and training fall short of desired goals, and so forth. 

There is not time to list all the ills presently being encountered by rural areas, 
but w^e Intend, during the course of these hearings, to explore some of the more 
important and pressing problems. Specifically, we will study four basic areas: 
(1) the extent to which the Federal Government has responded to existing prob- 
lems confronting rural America ; (2) the definition of existing and projected 
probleni.s; (3) the development of recommendations as to how the Federal Gov- 
ernment can best meet tiie needs of Small Town America ; and (4) the exploration 
of the casual relationship between domestic difficulties generally, and problems 
confronting rural areas. 

The problems of rural areas have too often been ignored at their expense and 
that of the big city. Having the honor and privilege to represent the 5th Con- 
gressional District of Illinois (Chicago), I have a deep commitment to resolv- 
ing the plight of metropolitan areas. Like many of my colleagues who also repre- 

sent big cities, it is evident to me that the dilemmas facing the countryside must 

be properly dealt with before we can adequately stem the difficulties of metro- 
politan areas. 

Reports have reached us that the Federal Government is lessening its efforts 
to aid and assist vSniall Town and Rural America. 1 hope this is not the situa- 
tion, and we look forward to testimony from Federal officials reassuring us that 
the Government is actually increasijig its efforts to provide Americans living out- 
side of metropolitan areas the kind and quality of help that is so desperately ^ 
needed. 

Mr. KltjCz^-xskt. I recop^nize the gentleman from Massachusetts, the 
ranking member of tliis committee, Silvio Conte. 

Mr. Conte. Mr. Chairman, I want to join you in commending the * 
chairman of our full committee. Mr. Evhis/for his support of this 
subcommittee's efforts to spotlight the need to revitalize smalltown 
Ajnerica. That effort, of course, would bear little fruit without the 
active leadership which you, Mr. Chairman, have also provided. 

I need not i^fer to our past hearings to demonstrate the importance 
of your leadership. One need only note the outstanding caliber of the 
witnesses that we will hear in these next few days to appreciate tlie in- 
fluence and significance of this inquiry. We are honored to have such 
witnesses as the former Governoi* of Arkansas, my good friend, Win- 
throp Rockefeller; the Agriculture Secretary, Earl Butz, as well as 
many other distinguished witnesses. 

Mr. Chairman, you have al ready made clear why the subject of these 
hearings is vital to all Americans. Unless we stem tlie tide of migra- 
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tion to the cities, the quality of life for all Americans Avill suffer. Our 
overburdened cities can't adequately provide the services required to- 
day, much less accommodate new arrivals from rural areas, and those 
rural areas will find themselves even more disadvantaged unless we 
can help to generate new economic life there. I look forward to ex- 
amining what can be done to improve the situation during these 
hearings. 

Thank you, Mr. Chairman. 

Mr. Kluczyxski. Thank you. 

The Chair recognizes the gentleman from California, Mr. Corman, 
the ranking member of this subcommittee, and a very able and valu- 
ableinember,„ 

Mr. CoRMAX. Thank yon, Mr. Chairman. I just want to join you and 
Mr. Conte in .saying I think these hearing's are extremely important. 
I come from a very large ciry, Los Angeles, and we have all of the com- 
plex problems of suburbia, but all of us wlio came originally from 
small towns recognize that tliere is tremendous viilue to being able to 
raise a family in a small town and that the Federal Government must 
pay attention to what its programs do to eitlier encourage or discour- 
age the vitality and health of small communities. 

Mr. Kluczyxski. Tliank you. The gentleman from Ohio, ^Mr. Stan- 
ton, would you cave to make any remarks ? 

Mr. Staxtox. Thank you, !Mr. Chairman. 

It is a pleasure. Governor, to have you before our cominittee and, 
Mr. Chairman, I did have a short statement of welcome for the Gov- 
ernor. With unanimous consent, I would like to have it put in the record 
at this point. 

Mr. Kluczyxsici. Without objection, so ordered. 

(The statement folloW'S :) 

^I-too-\va-!i t-tb'-ex p ress-niy-a pp reeia tioii-fco-yoiiT^I rv~Gh aiv-m an-^f o i^anitia tiiig 

these outstanding hearings, and I also want to welcome Governor RockefeneL*_ 
and the other fine witnesses we have before us today. 

As a representative of a number of sniaU towns in Ohio, this inquiry has 
special imix)rtauce to me. I am confident it wiU prove useful not only to my 
constituents, but to many others froni rural areas across the country. And, as 
has l>een noted already, all Americans, both rural and urban, are now so iuter- 
dei>endent that the future of .smalltown America is of vital concern to everyone. 

'riiank you, Mr. Chairman. 

Mr. Klxtzyxskc. The o:ent]einan from Missouri, Mr. Ilungate, 
althou;g^h not a member of this subcommittee, is nevertheless very 
much interested in the pi'oblems of rural America. He is a very dedi- 
cated member of our full committee and is chairman of the Environ- 
ment Subcommittee. Mr. Hunfrate. 

Mr. HcNOATE. Thank you, Mr. Chairman. I appreciate the Chair- 
man and members of the*^conunittee takino:.up this problem. It is cer- 
tainly of vital concern to my district. I am very pleased to see Gov- 
ernor Eockefeller here and the man who brin<rs him here, a very dis- 
tin.friiished gentleman, Congressman John Paul Hammerschmidt. 

Thank you, ]Mr. Chairnia n. 

Mr. Kr;uczYNSKi. Mr. Berirland, any comments? 

Mr. Bekolaxd. Thank you very much, Mr. Chairman. I am a fresh- 
man member of this Cono:ress, representing: a rural district of Min- 
nesota. Durinrr my tenure, I have voted consistently to support pro- 



ERIC 



8 



,i?rams aiding the big cities of the United States even though I do not 
luive a big city in my district. I have done so because I firmly believe 
that a problem left untended in the cities of this country will soon 
affect the bloodstream of the whole United States. The fact is that 
halt the poverty in this United States is in the rural areas. My peo- 
ple don't march, they don't demonstrate, they suffer in silence, and 
the problems of the rural areas have generally been overlooked in the 
big city press. My people need help. I am convinced that the problems 
of our cities will get progressively worse until we find an effective way 
to stem this aimless, aimless drift of people out of the rural -areas 
streaming into the cities searching for opportunities that are extremely 
limited in the countryside. I am pleased that the hearings have been 
scheduled today to focus "attention on this very important question 
of the rural areas. 

Mr. Kluczyxskt. Thank you. 
^ At this point we will insert the statement of Representative 
Sebelius, without objection. 

(The statemeiit follows :) 

STATE:\rENT Oh? Hox. Kkitii G. Sebelius, a Mexcber of Coxgress FROii the State 

OF KA?rSAS 

Mr. Chairman. T appreciate this opportunity to offer te.stimon.v regarding 
"Tlie Future ot Small Town and Kural America : The Impact on Small Business." 

t would like to conimeiid Subcronunittee Chairman John C. Kluc/.ynski and 
Committee Chairman .Joe L. Eviii.s and tlie members of the Subcommittee for 
their leadership and dedication to solving small business problems throughout 
America. 

There is no question of the urgent need for .action to revitalize our rural 
areas. The long-standing cost-price saneeze and the effects of inflation have 
combined to force an ever-increasing amount of our rural citizens off of the 
farm and out of our rural communities. AVe must provide adequate economic op- 
portunity for those of our citizens who prefer to live and enjoy the proven and 
traditional way of life in our rural areas. 

I think it is appropriate to focus attention on the Kural Job Development 
"A^t~nf ~:i t371~TlTiBnTi*{n^UHirl~iiTi d7itHl"b3^ 
tisan supiK)rt of (50 Senators and over 40 Representatives. 

As principal sponsor for this legislation in the House of Representatives, I am 
honored to have been joined by the following who are cosponsors of the Rural 
Job Development Act ot 1971; Mr. James S. Abourezk, of,..SQiitli Dakota; 
Mr. Bill Alexander, of Arkansas: Mr. Mark Andrews, of North Dakota ; Mr. Bill 
Archer, of Texas; Mr. John X. Camp, of Oklahoma; Mr. W. 0. Daniel, of AHr- 
ginia ; Mr. AVilliam L. Dickinson, of Alabama; Mr. Harold D. Donohne of 
i\raH.sachusett.s ; Mr. John J. Duncan, of Tennessee; Mr. Bill Frenzel, of Minne- 
.s-ota ; ^Mr. Don Fuqua. of Florida ; Mr; Seymour Halpern, of New York; Mr. Orval 
Hansen of Idaho; Mr. Michael Harrington, of Massachusetts; ^Ir. James F. 
Hastings, of New York; Mr. Edward Hutchinson, of Michigan; Mr. Ed Jones, of 
Tennessee ; Mr. Peter Kyros, of Maine ; Mr. Arthur A. Liiik. of North Dakota ; 
Mr. Manuel Liijan, of New Mexico; Mr, Romano L. INIazzoli, of Kentucky; 
Mr. James A. McClnre, ot Idaho; Mr. .Tohn Melcher, of Montana: Mr. Clar- 
ence E. Miller, of Ohio; Mr. Wilmer Mizell. of North Carolina; Mr. John T. 
Atyers, of Indiana ; Mr. Bill, Nichols, of Alabama ; Mr. William R. Roy, of 
Kansas; Mr. William J. Scherle, of Iowa; Mr. Garner Shriver, of Kansas; 
Mr. Robert h. Sikes. of Florida : Mr. Robert H. Steele, of Connecticut; Mr. John 
Terry, of New York; Mr. Charles Thone, ^of Nebraska; Mr. Al Ullman, of 
Oregon; ^Ir. Victor V. Vesey, of California; Mr. Richard C. White, of Texas; 
M r . La wren ce 0 . W i 1 1 i a ni s, of Pen i isy 1 va n La ; Mr. Jim W i" i gh t. of Tex as and 
Mr. John M. Zwaeh, of ^Minnesota. 

Every day we hear of the crisis in our nation's cities. Criiue escalates, pollu- 
tion threatens the health of urban life, complexities of everyday affairs multiply, 
and the quality of life in general continues to decline. No one di.spotes the 
severity and crucial nature of fho urban crisis, but there is another and equally 
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important related crisis in this country: The declining economy and eroded 
vitality of rural America. 

These problem areas are distinct; however, in terms or* eause and effect, they 
are related. Over the past several decades, rising production expenses, higher 
taxes and declining farm prices have forced millions of farmers out of business, 
as well as the closing of many business establishments in rural communities. 
This coupled with the lack of adequate housing, educatioiuU opportunity, water 
and sewer facilities, health care facilities, community services, and general 
economic opportunity has created the tremendous iwpulation migration from 
rural to urban America. 

Into the cities have come the unskilled rural i>oor attracted by the lure of 
economic advancement. Many gain, but a tragically high number do not. Instead 
of economic salvation, too many of the rural poor, both white and black, find 
tenements, unemployment, welfare and the depersonalized, demoralized envi- 
..ronments of-tha slunirghetto. .. „ — - 

Into the cities also come the young, the educated and the talented. They often 
do much better materially, but for this economic gain they pay the social costs 
of the loneliness of the crowd, the frustrations of congested streets and crowded 
stores, the stultifying sameness of the l>edroom suburbs, the loss of community 
identity, and the hick of contact with nature. 

The.se overcrowded conditions in our cities have inipo.sed impossible demands 
on urban resources to meet the requirements of transportation, education, wel- 
fare, crime control, pollution control, health care, public services, and housing.' 
If answers are not found, the pressure of people against the resources and 
services of our cities of the future may simply break them down. 

In short, too many communities are underdeveloped. Too many of our metro- 
politan areas are overcrowded. This unequal distribution of population and 
economic activity will surely worsen unless we take strong positive action. 

To underscore this fact, statistics show that even if today's rural population 
were doubled by the end of this century, there would still be up to 40 mill ion 
people added to the metropolitan areas. 

Former President Dwight D. Eisenhower was one of the first to recognize this 
problem in the decade of the 1950's. His proposed solution include the location 
of industry in rural areas and the possibility of creating new towns in the 
country. This proposal, in part reached fruition with the development of the 
new pilot city, Jonathan, located 20 miles southwest of Minneapolis, with an 
eventual population of 50,000 as its target. 

The former Secretary of Agriculture, Dr. Clifford M. Hardin^ in announcing 
the creation of President Nixon's Rural Affairs Council, succinctly outlined 
-^u r-t-ask-in-«olwig-t-he-pro bl«nis~of-4^^i ral-and-u r4>an-America..-^^ 

"We have to make the whole of rural America more attractive, econoniically, 
culturally, and socially. We nuist expand opportunity not only for the ten million 
farm people, but for the other 45 million residents living in the countryside. It 
is not enough that we think in terms of improving conditions and opportunity 
for the people living today in rural America, and Uiereby stemming the flow 
of people to the cities. We must do much more. We must make it a matter of 
national policy that we create in and around, the smaller cities and towns 
sufficiently good employment opportunities and .living environment's that large 
numbers of families wiil choose to rear their children there/' 

The economic potential resulting from rural job development is tremendous. 
Recently a community in my Congressional District of Western Kansas revealed 
the projected impact of 100 new jobs. In Hays, Kansas, according to the statis- 
tics 100 new jobs would mean : A population increase of 206 people, 112 more 
households, 174 total additional workers employed, 107 more registered passenger 
cars, four more retail establishments, $360,000 more in unnujd retail sales, 
$270,000 more in bank deposits, and $590,000 additional personal income in the 
community. 

We must work together to find solutions tc the dual crisis in rural and urban 
America. 

When we speak of rural development we are, of course, talking about govern- 
ment action and what govennnent can do for our citizens in relation to a specific 
problem. I ani also most concerned about a related problem— what govemment 
is doing to citizens under the auspices of Federal assistance. ^ ^ 

The number one issue of concern right now in my Congressional district is in 
regard to the Occupational Safety and Health Act of 1970. This legislation is 
most representative of a Federal program designed to help and assist people 
but whose practical application has opened up a box of arbitrary and unreason- 
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able nightmares Cor the .small Ijusiuessman. The result has been that this act 
could force many oi' our small businessmen out of business. 

This glaring example of .small business neglect by Congress and the Department 
of Labor is shockingly apparent in tiie reciuirenients of this Act. The ridiculous 
and burdensome regulations that have been imposed threaten the foundation 
of the small business connnunity. Witliout some responsible relief througli 
action by Congress on comprehensive reform amendments and administrative 
tlexiblUty, we are facing a crisis of business closures and unemployment in our 
rural and small-town communities. 

These individuals do not have the capital or the income to comply with 
regulations that were established for con^o rations and factory workers. This 
problem is currently the number one concern in my district in Western Kansas, 
I am hopeful that this subconmiittee will recommend positive action on H.R. 
13941 to provide some immediate and responsible relief. 

The Federal government should provide services for the people as opposed to 
uc tioh Eha t Is arl) i t ra r y a hd rest rlc ti v e. li ece h fl y , ^a b usiriesshi a h 1 n In y di strict 
in Western Kansas told me tiiat it requires one week out of every month to fill 
out all. of the necessary forms and reports required by state and Federal govern- 
ment departments and agencies. 

Instead of regulating the small business community, government should serve 
tlie bnsinessnmn. This can be done through a small business coordination or 
••ombudsman" such as specified now by the Concerted Services Training and 
Education Program. The CSTE Program is designed to coordinate all of tiie 
Federal services and programs designed to benefit the small businessman througli 
a.ssistance and awareness. Thougli still in **pilot" status, I am hopeful this kind 
of program can truly mean Federal assistance aiid direct help to our rural areas. 

As the princij>le sponsor of Rural Job Incentive and Development legislation 
with Chairman .Toe Evlns, I also feel that a series of tax incentives as proposed 
by this legislation is mo.st essential to rural redevelopment. We must provide 
jobs and economic opportunity if we plan to stimulate business activity. 

Another bill that is much overdue is the .Small Business Tax Simplification 
and Reform Act of 1972. For too long the small businessman has been forced to 
shoulder a disproportionate burden of business taxation. It is time that we pro- 
vide tax reform so that the small businessman has more dollars after taxes. We 
must reverse tlie trend that has seen busines.^ costs rising and income falling. 

Again, I want to conmiend you for your .forthright efforts to provide some 
much needed administrative and legislative relief for the small' business com- 
munity. I am hopeful that these hearings will produce substantive recommenda- 
tions for the [f2d Congress so that some meaningful relief and reform can be 
-eiaiicteil to bei ie^±J:hiLS]BiiIlJiAisin.e&&nian. 

The future of the business community and the future of rural and small 
town America weigh in the balance. 

Mr. IvLrezYXSKi. The Chair no^y recognizes a gentleman, a very 
good - friend of oiu-s, Representative John Paul PTanimerschniidt of 
Arkansas, to introduce the vritness. 

TESTIMONY 'OF HON. JOHN PAUL HAMMERSCHMILT, A MEMBER 
OF CONGRESS FROM THE STATE OF ARKANSAS 

Mr. PTAMzvcERSCmtiDT. Mr. Chairman, distinguished members of 
the committee. 

It is a iifrcat honor and pleasure for me to be here to introduce this 
witness. I ai^ree Avith ^Nlr. Conte, Avhen he says tiiat vou have some out- 
.standing witnesses, and the next Avitness is certainly one of them. 

I knoAV that many of you knoAV him and he really needs no intro- 
duction. But for the record, I Avould like to make some brief comments 
to tcl 1 you about liis life of service. ^ 

I vant to go back to pre-World Wai* IT. He \vent into the Army 2 
years before the draff, and .«^erved 6 years. He Avent in as a priA'ate, 
came out as a lieutenant colonel. Among his decorations is the Purple, 
Heart. Tlie reason I go back that far is that noAv, a quaif er of a cen- 
tui-y later, he is still involved in the IT.S. Infantry. To )>. ing you up 
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to date on what Wui has been doing A^cry recently, among his many 
activities, he lias been deeply involved in establishing? an infantry 
museum at Fort Benning, Ga. He is at the forefront of that movement 
in raising the mnltimillioas needed for the museum. 

Win served S years as the Arkansas Industrial Development 
Commission chairman in Arkansas when he first went there. That 
activity brought 600 plants, it brought 100,000 jobs, and Arkansas is 
still feeling the benefits of his great leadership. Of cojii-se, later, he- be- 
came the chief executive officer of the State and conducted many re- - 
foiTOs in government. 

I know that your committee is well aware of the economic deyeolep- 
ment i>FOgram. It has interrelated interests, and particul^^^ . . 

subject matter, the future of small towns in i^iral America. Win helped 
establisli the economic development district pro'gram before the FDA 
Act of 1965. It merged so well into Arkansas' planning and economic 
development efforts that it is almost a pilot model for the Nation now. 

Your witness lives on a farm in the rural area. He has" been in 
Arkansas for 20 yeai-s now. But he comes before you today wearing 
a different hat — as the executive vice president of the Coalition for 
Rural America. It is my real pleasure to introduce to the committee 
the former Governor of Arkansas, Winthrop Rockefeller. 

Mr. KLtrczyxsKi. It is a pleasure to have you, Governor. 

You may proceed as you wish. 

TESTIMONY OF HON. WINTHROP ROCKEFELLER, EXECUTIVE VICE 
PRESIDENT, COAHTION FOR RURAL AMERICA, ACCOMPANIED 
BY MISS AUGUSTA WILSON, ASSOCIATE DIRECTOR, AND PROF. 
EUGENE L. MOONEY 

Mr. RociCEFELLER. Thank you very much, John Paul. 

I would like to commend the chairman. You a re having me toda y ; 
I understand that you are having another of my brothers, who is going 
to give you his thinking. I am not suggesting that we necessarily al- 
ways agree. He is a very conscientious giiy ; I commend him to you, 
and I commend you for asking him to testify. 

But today I come before you and I am so happy to be with you and 
the subcommittee. I am happy to have this opportunity to appear at 
these hearings on a matter which lias concerned me foi: many, many 
yeai-s, much of my adult life. My love and my concern for rural Amer- 
ica is evidenced by my having chosen to make my life's home in rural 
America; by becoming a cattleman and farmer in the State of Arkan- 
sas; by my serving two terms as Governor of that great State which 
is predominantly rural ; and now this same love and concern leads me 
to be here with you today to talk about those things which relate to 
tlie Coalition for Rural America. 

Thus, a personal and private commitment to rural America, coupled 
with official capacities as a participant in the problems and concerns of 
rural America for almost two decades, makes doubly pleasurable this 
opportunity to appear before this Subcommittee, 

The Coahtion for Rural America was formed in September of 1971 
for the following purpose as stated in its articles of incorporation: 

"The purpose of incorporation is to advance the broad interest of 
rural America defined as that part of the United States lying outside 
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the major metmpolitan areas and embi*acing nonmetropolitan cities, 
to\yns, villa^jes and the open countryside,^^ — because tliere is so much 
of it. "The Coalition is committed to'the obiective of balanced national 
growth in the United States. It recoion^izes that achievement of a higher 
standard of li^nng and an improvement in the quality of life for all 
Americans, whether they live in our large cities or our country side^ 
can only be achieved through the pursuit of such a policy. The Coali- 
tion shall pursue its objectives by serving as a spokesman for rural 
America in the nation's councils. It is public advocate and public edu- 
cator, and it seeks to mobilize in a common effort all the many national, 
regional, State and local organizations and individuals that share its 
goal." 

I could take more of your time, but I would like to include in the 
record, if I may, a statement of what or why the Coalition for Rural 
America is. If I mav introduce that and save your time, I would like 
to put it ^n the record. 

Mr. Kltjczynski. Hearing no objection, it is so ordered. 

Mr. RoOKEFETXER. Thank vou, sir. 

(The information referred to follows :) 



"The problems of urban life and rural life in America today are bound to- 
gether so tightly that the plight of the cities will be relieved only to the degree 
that solutions are found to pressing rural problems. Call it "Rural Renewal" or 
"Rural Revitalization" or call it what you will, but the goal boils down to one 
thing — we must achieve a proper rural-urban balance of jwpulation, to ensure 
the vitality and economic well-being of our total society. 

"The glaring deficiency within our vast array of declared national goals, 
dealing separately with urban and rural problems, is that these goals have failed 
to consider the problems in their most interrelated sense — that is, the mi- 
gration of people. . . . 

"To the extent that qrban decay is a direct result of rural migration, it would 
seem that viewing these things jointly is the obvious approach to problem-solv- 
iu^r—HonoraUe Whithrop Rockefeller, Oovernor of Arkansas . . , at the Calvin 
Bullock Forum, 1 Wall Street, New York City, Novetnher 28, 1967. 



Conceivably, an introduction to the Coalition for Rural America should begin 
with a glossary. As times have changed so, dramatically, havf^ the meanings'of 
certain words rooted deep in our language. Perhaps no word offers its own more 
challenging example of this change than "rural" itself. 

Dictionary definitions of "rural" cling generally to that traditional pastoral 
setting of yesteryear. Granting the niceties of nostalgia, these definitions hold 
little actual relevance to what life is really liJ?e for Americans living outside of 
metropolitan areas today. 

Compounding the challenge is a profusion of governmental concepts which 
relate "rural" to such diverse measuring devices as village population, geographi- 
cal proximity to airline i^outes. annual Income from farming, and so on. Such 
bureaucratic gobbledygook results in, at best, confusion and, at worst, outright 
semantic deceit. As an illustration of the worst, national policy continues to 
equate tlie well-being of rural communities with the health of agriculture. Yet 
fewer than twenty |>ercent of all Americans living outside metropolitan areas ac- 
tually live on fanns ; and of those, few indeed depend solely on the land for their 
livelihood. 

If "rural" is a problem semantlcally then so, obviou.sly. is "urban". What is a 
city? Again governmental agencies do not agree. Depending u|>on whose criteria 
get involved, the extent of disagreejnent can range to hundreds of thousands of 
citizens. 

There are many other words that come to mind, and too often we find that al- 
though we are si>eaJciiig the same langimge we are not conveying the same mean- 
ing. For the purpose of this document we are accepting the definition of rural 
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America as follows : That ',)art: of the nation lying outside th^ major metropolitan 
areas and embracing nonmeiro[K>litiui cities, towns, villages, agriculture and the 
open countryside. 

Significant above all, the Coalition for Rural America does not presiime to 
define what is "the good life" for all Americans. This nation's promise to its 
citizens is that each shall have tlio freedom to work toward a quality of life in- 
dividually chosen. In many ways— some shocking, others even more ominous 
because of the subtleties of change — freedom for many Americans has been sub- 
stantialiv eroded, and for future generations is threatened even more. Acknowl- 
edging tiie certainty of contin\ied growth, we must accept the stark predictions 
of what the character and quality of that growth will l>e— if left unplanned to 
the present course which finds 03 percent of our national population jamming 
into seven i^ercent of our national land mas*s. 

The Coalition for Rural America believes that these conditions can be reversed 
and solutions found, but only with vision, planning, national commitment, and 
aggressive leadership. We believe that the future vitality of America is de- 
pendent upon revitalizing her countryside, thereby creating an environment of 
new hope and opportunity for all our citizens, wherever they now may live. 

BACKGROUND AND HISTORY 

One hundred years ago we were a Nation 75 |)ercent rural. Today wo are a Na- 
tion 73 iH>rcent urban. Since the beginning of World War II there has been a net 
migration from rural America of more than 25 million persons — this being one 
of the largest movements of people in recorded history. Each year more than 
1)00,000 Americans from rural areas migrate to the big cities. 

Should present migratory trends persist, the predicted growth in our na- 
tional i>opulation will exaggerate the demographic profile which has emerged 
from the past two decades. Experts are predicting that our population will reach 
300 million by the year 2000 — an increase of some 100 million persons. Based on 
what has gone before, most of these people will be settled In five small geographical 
areas, with three-fifths of our population residing in four huge megalopoli. The 
450>mile strip from Boston to Wa* 'tigton already contains almost 40 million 
people — ^18 i>ercent of our national i op\ilation. This doesn't have to be sot 

This gigantic exodus lies at the heart of many of our most intractable na- 
tional problems. Redre.ss of the national imbalances created or exaggerated by 
this migration is central to any solution of these problems. 

There is at the same time an imbalance, between vision and reality, regarding 
rural areas in this country. Enshrined in the national consciousness is the vision 
of rural areas comiX)setl of gentle towns and small cities, Intimate schools, quiet 
churches, peaceufl fields and mountains, rivers flowing in a Avorld without time 
or human misery. This vision of oi)eu spaces and winding roads, lakes and quiet 
spots, beckons to vacationers, calls to the overworked and offers brief therapeu- 
tic relief to our families. But the dreary statistics of rurality stand in shari> 
contrast to this image. 

By some oflicial definition, one out of every four rural inhabitiints is poor. 
Rural unemployment rates are two to three times greater than elsewhere, 
30,000 rural towns have no water systems and 45,000 lack adequate sewer 
facilities. 

Per capita, twice as many rural citizens suffer from chronic poor health 
conditions, and twice as many die from accidents due to lack of emergency 
health services. 

Although 27 percent of the Nation is rural, only 12 percent of our doctors, 
18 percent of our nurses, 14 percent of our pharmacists and eight percent of 
our pediatricians live and work hi rural areas. 

Some general propositions about American history underpin our regard for the 
potential of rural America. 

Our people aspire to a national society based on a high degree of personal 
control by the individual over his per.sonal environment, life circumstances and 
destiny. Our national history and our constitution attest this goal. American 
society is grounded on those traditional values of Western Civilization which 
encourage the individual to exercise the greatest latitude for personal develop- 
ment consistent with the interests of all. 

Most Americans would prefer to live out their lives in a non-megalopolitan en- 
vironment. Every recent public opinion poll on this subject bears witness to these 
yearnings. This alternative can and must be made attainable by all Americans. 
Those who would must be permitted to live, work and raise their families in such 
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surroundings, without foroolositiK Hiemselyes or their children from a full meas- 
ure of the American experience. 

The potential to master our environment tiistinguislies this era in world his- 
tory. Tliat environment consists not only of clean air to breathe, pure water to 
drink, room to exercise— but nlso decent housing, good nutrition, useful educa- 
tion, vital healtli, just government, trnnsportation, recrention, arts, even atti- 
tudes townrd one another. Our environment thus envisioned is the .sum of the.se 
elements of our culture. Achievement.s of civilization hiive been motivated by a 
desire for .something more thnn bare .survivnl and have been produced by our best 
personal, governmental and scientific efforts. 

Our rural areas enjoy an iibundance of the clean physical environment we 
want; they must be augmented by the abundance of the societal environment 
we crave. 

Predictably we will proceed to urbanize^our rural areas. AVe must ensure that 
this process is planned, orderly, sensitive, constructive and beneficial to the 
nation — a plan balanced for people. v 



The planned growth ot rural America must be designed for the dual benefit 
of rural and metropolitan areas. New opportunities created become viable alter- 
natives for the city dweller and rural citizen alike. While the Coalition for 
Rural America's foeus of attention i.s on rural areas, our concern is for the entire 
nation. Indeed, the massive out-migration from rural towns and farms has l)een 
a major producer of urban catjistrophies. Insolvent and unmanageable, our 
metropolitan areas are Infected with pollution, crime, human misery — virtually 
every ill known to mankind's history, and some heretofore unknown. Even the 
peripheral suburbs, once seen as the on sis of escape, are inextricably caught in 
these problems, and are themsolves potentially ripe for deteriorating human and 
material values. 

As a viable Coalition our thrust must be aflirmative and future-oriented. Com- 
mon experiences teach that an ethic of protest or negativism limits its own ex- 
ponents and invites the contempt of others. We are concerned with constructively 
influencing the practices of our society. We propose to contribute toward creative 
action in the furtherance of our central concern — the revitalization and — yes — the 
vitalization of rural America. 

Complexities abound. Particularly problems and potentials in rural growth are 
presented by the interdependence of commercial cities, industrial cities, rural 
trading centers, suburban complexes, rural countryside, and the fact that all are 
con.stintly in transition. Acknowledging thi.s we mu.st adapt our best intellectual, 
scientific and sociological capabilities to our objectives. 

As suggested previously, the many governmental definitions of rural ity refiect 
that the concept of Rural America is amorphous. Both t\i^ United States census 
definition and the Standard Metroix>Iitan Statistical Area guideline definition 
.seem meaningful for some purix>ses and not others. These definitions are grounded 
on bare demographic criteria. Other definitions can be cicrsrfgned to .suit particular 
purposes. Rural areas may be defined in terms of entire states for purposes of 
regional planning; in terms of population densities for particular types of pro- 
grams; in tonus of econonuc criteria for business purposes; and in terms of 
social, political, geographical, environmental or psychological conditions for yet 
other purposes. 

We uuist be able to envision these divergent possibilities in order to operate 
rationally in this complex and dynamic field. Clarifying the goals of rural de- 
velopment, we must envision the kind of societal mix which the pr6ix>nderance 
of Americans desire, and determine the role of rural America in that context, 
it is essential to identify and comprehend the flow of events in our history, along 
with tlie cross-currents. We must then be capable of devising alternatives that 
will alter traditional and current trends which are not compatible with our goals. 

Past efforts too often Imve been preceded by lack of knowledge, timid plan- 
ning and limited vision. The expenditure of billions of dollars and millions of 
manhours not only has not ensured constructive solutions, but in the guise of 
illusory progress has 'Serve<l f reqently to perpetuate -social- problems^ wa^te,- ^faiU 
ure and human bitterness. 

Our tobil process must continue over time as we ai^sess and rea.ssess every 
developmental stage in light of reality, and modify our fanciful expectations and 
actions. Hypotheses must be framed, and we must pretest our .social propo.sals. 
That which is good can be replicated where appropriate. The dy.sfunctional, un- 
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succosstn. or no.af.vo can unci shouUl ^:^^^!^^;^^,;^^:Z\o:^^^" 
uioblUzatlon of many .s<'i?ii.onts of '>''\^''^-'^p—^^^ nrecians ^.uman 

is essential to the healthy growth ot Aiiionca. As ^^ir ixo t 

""Tile ore^nt coutigurntion of FcOen.I undertaking once- again is 

^Z^S^>:^^^^S'.o..rn..nt ........ are being 

'"■Tr^olc of onr rural areas in tliese proposals, and tl'e'^'-.<')""°"„«!;l|',7 .f?,^ 

^^tS'f i::frel;rt^^. -aVa-^im^rtLtrrSnsfbiiities and regional 
"^^^."i'^ist devise, assist and ^^.^^^iZ^^ 

,re,„en<lo,„ l„,mt ra„, v« ^^^^^^^ 
heroic achievements. 

FRW: ENTERPRISE AS A SOURCE OF SOLUTIpN 

disruption. 
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" Our economic systoni i)ci-santlcs men to their best efforts bv rewardinL' thn 
enterprise ot hu viilual« ,uul enconraging those who coTributfto our,)roVss 

cClXliv'eT; oir' '"">«^r'»"'"es n>ust be in^plicl? to thoTwho 

cuoobt to ii\e m uonmetropohtan cireiunstances. 

Bcononiically viable communities in rural areas promise to maximize tho 
mu t.ple incentives which motivate men. Public invesSt in the soci^a^^ 
structure ot roads, schools, .-jncl public facilitie.s must be emi overt to maxi^i[^e 
he piivato investments which produce homes, husine-sses, i litries 
^^^1^^:^";:^^,^:^^' Krlmr'n^ans 

ur^wMfS!"^^^ ^'^ '■f^"''''^" '° stimulate the environmental 

arrhn h hIv , °^ tHionomic opportunities. Our rural areas 

t'hL'?4VtrtjS^ 

n,.u-..r"°""' economic growth policy must be framed frankly to maximize 
prm to economic opportunities in our rural areas, and incorporate a sea^S 
niimmizmg of our dependence on soft loan programs '"c^^poract a searching 

infe;ms"o""iarnarE.5;rctiv^^^ ""■^^ ""-i^t^d 

^ppS^i-r^'Se^^-j-i^;^^^^^^ 

AVc must be able to create viable alteniatives to those proposals which dn nnf 
trrtlot.l^'a^;?-;;:^"""^'^ °^ Hun^^^Sc'a°a"nd^ 

p.S^.t:!a?et^i^;arl;^rll°e'retr'ouS!f '^'^'^ "^-^^^-^ 

Most of all we must proceed upon a firm base of knowledge— knowing whn wf> 

V^ftre^rrL's^t n'''-'r.r" "^"^ ^-w w!t^fn7to"t'eTth^^^^^ 

10 get there first we need the services of an organization that can comnile 

S '"'7'''"^ knowledge that i.s increasingly 

being developed ; second the fruits of the.se efforts must be implements bv 
the development of legislation in both the National and State lerislaUve halls 
The future of the Coalition for Rural America is clearly in tL leSt.-veS 
creatively as well as analytically. It must proceed on prenfises at least as elevfted 
Of our herita^r'"' "'^""^ '° ""^""""^ "^'^ would bra S us"unworth? 
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Approaching her 200th birthday America 
faces serious questions about her future 
quality of life. Semantically these questions 
have been divided into two broad areas — 
to problems of urban crush and problems of 
rural decay. In truth both flow from a single 
wellspring: Spectacular national growth — 
unplanned. 

Fifty years ago America was a nation 
half rural and half urban. Today, either pur- 
suing opportunity or driven by necessity, 
93 percent of our people are jammed into 
seven percent of our living space. In one 
450-mile strip alone — from Boston to Wash- 
ington — live almost 40 million people, 18 
percent of our national population. 

The problems resulting from mass crowd- 
ing together are awesome and well known — 
slums, crime, pollution, blight . . . every ill 
'known to mankind's history, and some now 
identifiable only with our times. 

The crisis of urban America has vastly 
overshadowed recognition of the needs of 
rural America. Against the vision of open 
spaces and winding roads, quiet towns and 
a world at peace, the realities of rural America 
stand in stark contrast — declining job op- 
portunities, poor housing, inadequate medi- 
cal care, irrelevant education. Just as is urban 
America's' promised quality of life rapidly 
diminishing, so is the true quality of life in 
rural America. 

Getting Destiny Back in Hand . , . 

In a free nation governjnental institutions, of 
themselves, cannot envision and execute 
major societal changes. Our government 
merely reflects changes and reacts to the 
dilemmas brought by change. So great have 
become the problems resulting from the 
phenomenon of our growth pattern in the 

P?st half-centu^^^ 

self in a now constant state of ineffectual re- 

^ acting. It can be fairly-said, as a result, that 
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the destiny of American society is at least 
momentarily out of hand; 

It is inconceivable that a nation so sophis- 
ticated in technology as to be wondering, 
almost literally, which Planet to aim at next 
cannot find solutions to the problems of its 
own people. America can solve these prob- 
lems. We have the wealth, the intellectual 
capacity and the national will, but we have 
not coordinated these resources in dealing 
with the problems before us. 

What We Have Lacked Is A Plan . . . 

The Coalition for Rural America has been 
formed to advance the broad interests of 
rural America, defined as that part of the 
United States lying outside the major metro- 
politan areas and embracing non-metro- 
politan cities, towns, villages, and the open 
countryside. We do not propose that rural 
America can or should be restored as history 
knew it. Least of all do we support unrealistic 
and cosmetic preservation, through Federal 
programs, of rural communities where no 
longer exists the required inner-vitality for 
healthy community growth. It is our belief 
that the interests of rural America can be 
advanced only through policies that recog- 
nize the achievement of an improved quality 
of life for all Americans. 

Such a quality of life in our conviction 
can be ensured only through the creation of^ 
a viable new environment on America's es- 
sentially unspoiled countryside — an environ- 
ment of new hope and opportunity, of new 
choice for America's citizens now and in 
generations to come. 

The Coalition, which is non-partisan in 
its thrust, but has its greatest strength in the 
fact that it is bi-partisan, will pursue its objec- 
tives 'by';,eerving as a spokesman for rural 

advocate and public educator, and it seeks 
to mobilize in a common effort all at the na- 
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tional, regional, state and local levels who 
share its goal. We are aware of much which 
is good and available. We seek to distill the 
best of our national energies and thinking, 
and sell the collective product in the legis- 
lative halls of America, thereby molding the 
limitless opportunities before us as a free 
people. 

As concerned Americans, to proceed on 
premises less elevated than these wpuld 
brand us unworthy of our heritage. 

Will you work 
to help plan 
America's destiny? 

To make maximum effectiveness of our con- 
cern for our national future it is essential 
that we talk and understand the same lan- 
guage. There is by no means a consensus on 
even the most basic definitions in the prob- 
lems before us. 

What is rural America? 

What is a healthy community? 

What makes up a viable environment? 

How do we measure a 'Equality of life?" 

These and other questions are explored 
in a working document which the Coalition 
for Rural America would like to send to you. 
We urge you to write for this document and 
become an associate in the efforts of the 
Coalition for Rural America. 



Coalition for 
Rural America 

1001 Connecticut Avenue 
Washington, D.C. 20036 
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National Association of Counties) 
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Arkansas A.M. & N. College 
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Mr. Rockefeller. The Coalition iov Rural America has a 50-man 
board of directors, of whicli 11 are former governors— I have iiever 
been able to find out whether M'e are six Republicans and five Demo- 
crats, but we are a balanced board, wliich includes these governors ot 
States. Itis bipartisan, it is non-partisan. Tlie other members ot this 
board are representative of industry, labor, farm, private interests and 
ordinary citizens concerned ^vith the quality of life m rural America. 
Our membei-ship will be representative of all segments of rural Amer- 
ica. Although we have been in existence only a very short time the 
response to our efforts and proposals throughout the Nation has been 
tremendously encouraging. . 

I believe that examination of the working paper entitled Why a 
Coalition for Rural America," which I have just tendered into the 
record, and you have been so kind as to accept as part of the ^'^<^ovd, 
will tell vou a little bit more of the philosophic attitudes about why the 
Coalition for Rural America. Also I believe that the examination ot 
that working paper will establish that our central concern of the Coali- 
tion for Rural America closely parallels that of this subcommittee in 
its continuing concern witli the problems of this Nation, as evidenced 
particularly by its hearings and report, in 1967 and 1968, on small busi- 
ness in smaller cities and towns ; and agahi by the committee's hearings 
in 1970 on rural and urban problems of small businessmen. 

Mr. Chairman, you are to be commended for pursuing this inquiry 
at a time when maybe .some people are faulted. But you are giving the 
leadership to solving what I believe is one of the most important ot 
our domestic problems. i 4 

I should like to make clear that the Coalition for Rural America 
vigdrouslv and enthiisiastiq^ally supports the proposed 7 percent tax 
credit for industries locathi<? in rural America, as proposed m House 
resolutions introduced by Chairman Evins and others before the 92d 
Congress. Indeed, the Coahtion's preliminary statement of goals and 
V objectives adopted in September, 1971, states specifically : 

In the consideration of President Nixon^s proposals for establishment of 
an Investment tax credit, we wUl support amendments that will provide a dif- 
ferential In favor of enterprises that locate In rural areas and Increase em- 
ployment of residents of areas where located, including the chronically under- 
employed and unemployed. 

The Coalition for Rural America earnestly supports the assertion 
made by Chairman Evins when, in introducing the Rural Develop- 
ment Incentive Act of 1971, he described an urgent need for programs 
to encourage greater development of our free enterprise system in our 
small towns and airal areas. To this we would add the strong belief 
that, along with new jobs and employment opportunities, Americans 
who choose to live in rural areas should have the opportunity to secure 
ownership of productive private property so that they too may ac- 
cumulate an estate, enhance the local tax base and be secure m their 

own lives. • ^ x -x 

Evidence is accumulating that the Nation is commencing to turn its 
attention to the development of rural America. The present configura- 
tion of Federal undertakings is once again being reviewed with an 
eye toward reorganization of those agencies which administer the manv 
categorical assistance programs designed to assist the rural areas of 
this country. A variety of plans for alterinrr the present governmental 
deliveiy systems is being developed. Several new and different ap- 
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proaches for financing Federal Government services are being 
proposed. 

We all recognize that functional efficiency at the Federal level to 
develop rural areas is surely needed, but this must be matched by 
increased local capabilities. State responsibilities and regional flexi- 
bility and particularly planning. The Coalition for Rural America 
inteuds to examine very carefully these various proposals and evaluate 
them in light of an appropriate future role for mral America, and th^ 
larger American society into Avhich Ave shall all evolve. These various 
proposals must be closely examined in order to detennine they are not 
mere cosmetic changes in organization charts of Federal agencies. They 
must be examined in terms of the fact that they are going to be perma- 
nent. So when we talk about Federal programs, we must not be talking 
about fooPs gold; we must be talking about that which will create 
a strong mral America. We assert the need for a national commitment 
to develop the rural areas of this country. We do so in the belief that 
rural America should present to every American citizen a viable alter- 
native — you Avill find one when my brother testifies. I believe we can 
present this viable alternative which every American citizen can choose 
in pursuing his private interests, liis family concevnSj and his personal 
life style. We believe that this national commitment should embody at 
a minimum a national policy statement and appropriate Federal pro- 
grams to implement that pohcy over the next decades. 

I will not here burden the record with a reiteration of the long 
lists of present deficiencies in housing, health services, education, 
economic oppoitunity, and quality of life with which the mral areas 
of this Nation are afflicted. These statistics are depressingly familiar 
to us all. Still by no means can the true quality of life be measured 
by application of mathematical ratios or statistical profiles. Life, like 
the emdronment that the ecologists describe to us, is all of a piece 
and contains subtleties not reducible to mathematical formulas. The 
Coalition for Rural America believes that a national commitment 
to rural development must go beyond policy statement and govern- 
mental programs, and extend itself into the very lives of the indi- 
viduals who, in increasing numbers, are seeking their destiny in non- 
metropolitan areas of this Nation. I am going to repeat there that 
it relates to the lives of people, not to formulas. 

There is some evidence for the proposition that rural-to-metropoli- 
tan migration is waning. For this, I am happy. The 1970 census data 
indicates that outmigration from- rural communities slowed from 4.6 
million during the 1950's to 2.4 million during the 1960's. Most of the 
population losses during the past decade were in the Great Plains 
and certain mountainous areas of the Far West. At the same time, 
popuktion gains were being realized in the southeastern quadrant of 
the United States, eastern Oklahoma and northern and western Ar- 
kansas. I am happy to say that my neighboring State of Oklahoma 
and Arkansas have a gain. 

This information offers a potential blessing, if you will. It indicates 
that the tide of migration is changing, or maybe reversing in some 
instances. But unfoitimately, we do not know the reasons Avhy : Why 
are people moving, why are they not/? That is why, Mr. Chairman, 
I am so glad that you are getting people together to talk about this 
particular thing. 

The Coalition for Rural America believes that a serious and sus- 
taining research effoit should be aimed at determining some of the 
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critical information upon which any realistic national commitment 
and programs must be based. We wish to know, for example, much 
more than we now know about those individuals who moved m the 
1960's and why? What were they seeking when they moved ^ What 
did they find after they resettled? We feel it is imperative to know 
factors involved in their personal decisions as they sought new oppor- 
tunities/ new jobs, new homes in other areas of the Nation where 
they had not lived previously. With such information it is reasonable 
to anticipate that we can discover the motivating influences upon 
which meaningful public and private programs can be based. 

This committee has concerned itself with another major tactor in 
the economic development of niral areas— venture capital. Indeed, 
the creation and expansion of ruml small business often is directly 
affected either favorably or iinfavorablj' by the availability of de- 
velopment capital.- Your pending legislation looks toward inducing 
private investment to the larger task of ru ral development 

The Coalition for Rural American believes that we need to know 
much about the availability, the flow, the magnitude and management 
of investment capital inside the United States, thus to determine how 
and to what extent the present capital circulation system can be 
utilized to the large social task of economic development of rural 

America. . , ... 

Many studies r^^flcct the availability of total investment capital, 
both public and pri^'ate, but seldom is a study of capital flow related to 
geocrmphic areas in the Nation. We would hope to interest this com- 
mittee in concerning itself with these problems of research, particu- 
larly with regard to the need and availability of investment and devel- 
opment capital in rural America. 

While the Coalition for Eural America is too young to have devel- 
oped a comprehensive program to recommend to the Congress and to 
the Nation, we do have sufficient insight into some of the problems o± 
rural {(Iroas, the programs which the Federal Government now oper- 
ates, and proposals now pending to suggest certain aspects which might 
be profitably explored by this committee. Regretably, we are not here 
to give you all of the answers. But we do have the insight, I believe, m 
developing certain aspects. . 

This committee micrht well examine the ppssUvjaty ot ex^pandmg 
some of the existing Federal programs which relate most clearly to 
economic development of niral areas, s]>ecifically the so-called oUi 
proorani of the Small Business Act. The apparent success ot the local 
development company vehicle under the 502 program suggests the 
possibility for a vital counterpart vehicle. The local development 
company and the 502 program provide soft loan money to be used tor 
acquisition of new plants and equipment for rural industries, ioo 
often. ho:Yever/we have seen that this is not enough to assure creation 
or expansion of small business in rural areas. There is also the vital 
need for working capital. This committee should explore the possibil- 
ity of legislation authorizing local investment companies as counter- 
parts to local development companies as a new source of working 
capitalvfor rural small business development and ultimately, equity 
ownei*ship. 

The almost unqualified success of the Federal guarantee program 
further suggests that such local investment com]>[inies should be backed 
by Federal Vh^i"'^i^t^>es. These local investment companies, like their 
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ocal development company counterpai-ts, would be territorial. Unlike 
ik i^®u P"^^?^ companies, however, the local investment company 
snould be a profitmaking enterprise, its funds composed of federally 
paranteed private investment capital. There is no substitute for the 
hard business judgment of the private sector in evaluating the worthi- 
'^^nP.^ '\ proposed small business venture. And I think that the local 
private investor belongs in the picture with this cooperative, maybe 
giiaranteed, program of the Federal Government. 

The Coalition for Rural America believes that national rural eco- 
nomic development policy should not proceed upon political iudff- 
ments concemiAg economic matters. Our conviction i« that control 
and management of the local investment company should rest in the 
hands of the private sector within a structure of Federal rural policy 

The investment tax credit device has been utilized by this nation in 
a number of different contexts, both domestically and in develop- 
mental approaches abroad. The proposed Rural Development In- 
centive Act of 1971 would provide a system of tax incentives to en- 
courage commercial and industrial tax credit obtainable by industry 
withm the rural context. 

The Coalition for Rural America would like to suggest that this 
committee also investigate the feasibility and consequences of a per- 
sonal investment tax credit to be earned by private individuals by 
inveotiiig their private capital in rural areas. You have available to 
you statistics of the amount of money, for instance, going out of 
Appalachia into other areas, not being reinvested. I think we need 
to push to encourage investment of capital within our local areas. 
But that IS an aside, and I think it is needed. The potential impact 
of such a program where the individual would have some tax incen- 
tive, I think, IS a very important aspect, to the involvement of rural 
America. 

The Coalition for Rural America feels that before any new and 
sweeping rural economic development programs are implemented 
much more needs to be known about the relevance between rural 
and urban— and to me, this is one of the m^ajor aspects in terms of 
orderly population growth within our Nation. 

Tliese areas of research could conceivably extend from significant 
crossroads, rer-rpational areas, to viable towns, to small cities, counties 
and even a regionalization of States. Why should I suggest the cov- 
ering of such a diversity of areas? The answer I think is very simple. 
It's there that people live. And therefore, we must have a program 
that is sufBciently flexible to accommodate people and their lives, 
their desires, and allow the people to work with and determine our 
destiny and what is going to be the quality of our destiny. 

Mr. Chairman, in your welcomed letter, you invited comment about 
any area wherein the Federal Government might not have responded 
constructively to the plight of rural America. So as I close, I would 
like to make refer,ence to that. In this regard,^ I have chosen to em- 
phasize my own long-time vigorous advocacy of the concept of reve- 
niio sharing. This concept is inherently fair, inherently somid a.nd 
inherently wise. It is supported by the President, by the Governors 
of the States and by many others. Perhaps the perfect formula has 
not yet been found, but I urge dili^?ent pursuit of the means by which 
significant revenue sharing can be effectuated, thus affording the 
flexibility, and I will repeat the word "flexibility," because I think 
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that is 90 important here— so badly needed by the States to solve 
their problems through innovative and creative State leadership. 

I am compelled to urge consideration of broad re-evaluation and 
reform in our Social Security and Welfare programs. In our desire 
to fulfUl with compassion and sincerit~^ our rple as, we might say, 
our brother's keeper, regrettably— and I trust unwittingly— we have 
resorted to material solutions to highly personal problems, thereby 
overlooking that most orecious of human traits — human dignity. So 
in terms of where can the Federal Government become involved, this 
is an area that I think it terribly important for further investigation. 

Finally, I hardly need to bring to vour attenion both the economic 
and sociologic impact of the Federal Intestate Highway program on 
this great country of ours. That program has had tremendous impact 
on this nation of ours. What the future of the Highway Trust Fund 
is, going to be, I don't know. I would be foolhardy to speculate. But I 
can tell you that the impact of that which has happened with the Fed- 
eral Highway program to date can be expanded and do much for the 
gpals of rural America. 

But in my concern for the better life of all Americans, and as one 
who is deeply grateful for that which rural America has given to me 
and could readily give to so many others, it is my sincere hope that this 
distinguished committee will give serious thought to tlie comparable 
impact that Federal involvement in our secondary highway system 
could have on the making of rural America— these great and all too 
often misunderstood i-egions— a pleasant, dynamic aspect of this God- 
given bounty, the land that we love and of which we are so rightfully 
proud. It should be made more available to many, many people. 

So, Mr. Chairman, my emotion and my deep feeling for rural Amer- 
ica may have allov/ed me to talk too long. I would Tike to thank you 
for the oppoitunity to be here and l*>t you know that a transplanted 
Yankee who is now, for 20 years, as Congressman Hammerschmidt has 
pointed out, so totally happy:iu.xural America, I am grateful indeed. 

Mr. KltjCzynskt. Thank you. Governor, for a great statement. Your 
testimony will be very helpful to the committee when wo asi- in execu- 
tive session to issue a repoit to tlie Congress. 

I have several questions to ask of you and time is running short, so 
I will have Mr. Eoc, our Subcommittee Counsel, send these to your 
staff. I would appreciate the answers so we can have them for the rec- 
ord. You have had a lot of experience, you are a great man and, it is 
a pleasure to have you before this subcommittee. So if you will take 
care of this and get the answers, we will put them in the record. 

Mr. RooKiEraLLER. I would love to. 

(The information follows :) 

Responses to Questions Submitted bV the, Subcommittee to the Honorable 
WiNTHROP Rockefeller, Former Governor of Arkansas 

1. From your experience as governor of Arkannas, what do you feel contrih- 
utes most to industrial development in rural areas? 

In industrial development for rural areas, one must start with what the 
possible new industry will produce and the specific, precise elements that it will 
need — water, i)Ower, transportation, communication, and raw materials. 

The Arkansas industrial Development Commission, in the days when I was 
chairman, did an inveutorj' of every community in the state of 2,500 or more.; 
AVhat did they have in terms of maniK>wer, water, transportation, facilities, etc.? 
In the process of presenting these various towns to industry officials, we dis- 
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covered two additional ingredients for our Inventory : recreational and cultural 
opportunities. The proximity of these latter two elements is particularly im- 
portant to those coming with a re-locating company and become important as 
the horizons are broadened for those working in the plant. 

One factor that has been particularly advantageous to Arkansas is its cen- 
tral location. New plants locating in our state are less than twenty-four hours 
by truck from seventy-five million persons— an excellent and economical market 
potential. 

Low-paying, labor-intensive factories came to our state first. During my years 
as governor, we sought higher-paying industry. Growth of the durable good 
industries resulted purely and simply from two things; one, we identified the 
ty^e of industry we would want and went in search of It; two, we created 
task forces in specific fields of industry. As an example, we have a task force 
on metals that has studied the potential of Mnging more forging to the state. 
The aluminum industry gets a major portion of its domestic bauxite from Ark- 
auLii.-j* earth — but only a fraction of it has been processed within our state. We 
are now correcting the problem. 

These task forces are comprised of si)ecialists within an industry who can 
\y\n the eouftdence of other specialists. When a company is moving toward 
expansion, we can present a package designed for their particular product. 

In short, industrial location requires deterinining your resources, deciding the 
kinds of industry you want and need, and forming groups that can discuss 
the particular problems of each specialized industry. 

2. ^VolM you like to comment on the "^wio communities" prot/ram administered 
by the Department of Mousiny and Urhan Development f 

The concept of new communities is an extremely exciting one to me. Partic- 
ularly, I would like to see more re."^earcli and effort directed toward true non- 
bedroom new commuMif:ie.s. Tliat is to suy, I should like to see us locate areas 
of probable future growth— areas still nearly virgin— and build strong new 
cores for future cities. 

I believe with our corporate expertise as a nation we should be ab^e to pre- 
vent the ill-planned, mushroom suburban cities. With long- range planning, we 
can create instead .sensible, liveable new cities. 

S. On pa ye five of your statement you talk ahout "cosmetic ohanycs in oryaniza- 
Hon charts of Federal ayeneies.'* Is it possihle that the President's proposed rc- 
oryanization is merely ''cosmetic'' t 

I have been impressed with the President's re-organization program — particu- 
larly with some of the later clarifications ancl re-structuring. 

• Nevertheless, no re-organi/.ation program witliin itself will solve the problems 
of our government. The issue to which we must address ourselves i.s the determi- 
nation of our bn.sic uatioual goals and priorities. Too often we feel that simply 
moving a program from one department to another will solve a problem; but this 
will solve nothing unles.s-our total bureaucratic structure is built upon a well- 
articulated national policy. Programs .nuist reflect policy, not establish it. 

Jf. On paye six of your sttatp-mput you mentioned that a national commitment 
must f/o beyond policy and proyranis and extend itself into the very lives of indi- 
viduals. Would you explain tJiis in more detail f 

When I said that a national commitment must go ijcyond policy and programs, 
I was expressing the concern that all too often our federal commitments have 
not arisen from the- people. Rather, they have resulted from positions to which 
certain officials think our nation should be dedicated. It i.s alvsurd to create 
national commitments that have little indigenous- understanding or support. 

Mr. JvLTjf'zvNSKT. TliG Chair \vou]d like to announce that due to 
pressmg business on the floor tlvis afternoon, we will have to adjourn 
the hearings by 12 :00 o'clock noon or as soon as possible thereafter. 
Each witness is requested to summarize his written statement within 
15 minutes. The full statement will be piacod in the hearing record. 

Again, I v/nnt to thank you Governor, for tliat splendid testimony. 

At this time, T will yield to the gentleman from California, Mr. 
Corman. 

• Mr.' CoRMAx. Thank you, Mv. Chairman. I appreciate the shortage 
of time. Yet it is a rare oppoitunity to have a witness who lias had 
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such wide experience and one who has touched on two very important 
matters that Congress is attempting to deal with. 

First, as to revenue sharing. As you know, the Ways and Meaiis 
Committee has reported out a bill in which the lion's share of the 
money will bypass the States and go directly to the cities and towns and 
villages of the country. It seems to me that any such plan weakens 
the opportunity to use revenue sharing as a means of giving the States 
some incentive to innovate the reforms of which the Governor has 
spoken. Would you care to comment as to the advisability of our 
bypassing the States with the major portion of revenue sharing ? 

Mr. KocKEFELLER. For HOW over 8 yeai-s, I have taken a strong 
position that this bypassing of States is wrong. I feel that the btate 
and local governments ought to get closer together and not come 
solelv to Washington. So my concept of I'cvenue sharing is that wherein 
the State government and Ihe local government can work out basic 
programs together. 

W^e have had occasions that are perfectly ridiculous. Nobody m 
tho bui^aucracv in Washington, and I include my good Republican 
colleague, John Paul Hammerschmidt, can be as close to the prob- 
lems as that person who is charged with the responsibility of the ad- 
ministration of the programs. Therefore, when you talk about revenue 
sharing, reluctantly, I accept some of the concepts which allow .mu- 
nicipalities, counties, and smaller elements of government to par- 
ticipate directly. But at least, we are moving in the right direction. 
Hopefully, a disoingnished body like this body will find the flaws m 
what I am afraid is going to exist and ultimately will correct them. 

Mr, CoRMAX. Thank you, Governor. I. keep hoping that we will 
not legislate in that field this year in the hope that we will do a better 
job next year. I appreciate your advice. 

The other problem with rcvr^nue sharing is, as you know, we are 
in substantial deficit at the Federal level this year, yet we are going 
to finance revenue sharing in one of three ^yays : Either by cutting 
other programs, increasing taxes, or by further increasing the deficit. 
Would you have any suggestions as to which of those three would be 
the better course? 

Mr. K0CKEFELT.ER. Can I work backwards? 

Mr. Gorman. Oh. yes, sir ; we often do. * 

Mr. KocKEEELLEK. I cau start by saying that I think we have so 
many local liuman problems that we need to cope with that they 
ought to have top priority. And I am not smart enough to suggest 
to you whether it is more important to go to the moon or do this, 
that, or the other thing. I do know that we have problems here and 
that is why you are gathering together here to deal with local home 
. problems. So L would put my top priority on local home problems 
* and then I am not smart enough to tell you how to cut down in the 
other areas. 

Mr. CoRMAX. Governor. I suspect you are considerably smarter than 
those of us who have to make the decision. 

Just one final question: You have mentioned the dilemma of at- 
tempting to get capital investments in rural areas. It seems to me that 
the great problem with our tax structure has been that over the years 
in an effoit to direct the investment of capital, we have given tax in- 
centives and once fi^iven, they are hard to reverse. As you know, in 
1926, we were afraid all of our Model T's were going to run out of 
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gasoline and we gave some rather substantial incentives to the oil 
industry. Then we found out we were not building enough apartment 
houses, so we gave further incen^tives. All down the line we have done 
that. Now the suggestion is that we give further tax incentives for 
mvestment in rural areas. Yet in doing so we are eroding our tax base 
even further. 

I wonder if jon think we might successfully get capital investment 
in rural areas if we eliminated all these tax incentives and just left- it 
to the sound judgment of the businessman to put his capital where it 
will do him the most good ? 

Mr. KocKEFELLER. I could agree with you on the idea ; T do not think 
all of the growth of rural America is going to relate to tax advantages' 
in this, that, and the other. We had a very interesting meeting of flie 
Coalition for Eural America where it was pointed out that if you 
were a small town banker, you could make 18 percent financing auto- 
mobiles, but you could only make seven percent, even with a guaranteed 
federal loan, on financing agriculture. I think this is an area that we 
need reaiiy to look very carefully into. :r:r 

We need free enterprise involved. But free enterprise is going to fol- 
low the best return. And what we are looking at now is how do -we 
get maybe an equity involvement in rural America, an equity we have 
lost? We have lost equity in the sense that people are moving off the 
farms, people who are buying or leasing apartments. We have lost a 
tremendous number of those people who are equity owners. 

I would hope that as a result of these hearings, we would find a new 
way of getting people interested in equity involvement in this tre- 
mendous undeveloped land of ours known as rural America. 

Mr. CoRMAx. Yes, sir. My point is that the tax code is in a real sense 
governmental interference with the investment of capital, because in 
doing so we almost insure greater returns in some kinds of investment 
than in others. I suspect that is one of the reasons why capital invest- 
ment in rural areas has dried up. We have given too many incentives 
in the tax code to other kinds of investments. Would your purposia be 
served if we just eliminated all of those artificij^l incentives and left 
it to the sound business judgment of a man as to whether he is going to 
put his money in apartment houses or oil wells or new plant expansion 
or agriculture? 

Mr. KocKEFELLER. Eugene caught that oil well comment 

Actually, as far as I can see, what we need to work back tow^ard is 
getting more people involved in the responsibility of ownership, equity. 
There are 30-some odd million people in the United States that have 
securities of some sort. But that is way, way off. They do not go to the 
actual meeting of the stocldiolders or this, tliat. or the other. When you 
come back to rural America, you can begin to evolve a philosophy that 
will get people, owners, in on the growth of our nation. The securities, 
I do not think, are the answer. I think there it has to be some way 
where, as I mentioned, like the investment corporation under Small 
Business, where there is actual ownership and somebody wiio lives 
there in that community is watching that enterprise. 

Mr. CoRM.ir. Thank you very much. Governor. I appreciate your 
response. 

Mr. Kltjczy:xski. Mr. Stanton, any questions? 

Mr. Stanton. I just have one observation. Your testimony struck 
home to me, because my district is about 80 percent rural. Your ob- 



servations concerning the highway trust fund were of particular inter- 
est to me. The State of Ohio has an interstate system, which is now 
about 95 percent complete. Then Ohio has a state highway system and 
a county Highway system. In most counties, it is very adequate. But 
at the township level our problems begin. The difficulty is that in Ohio 
the township form of goyernmentj under our statutes, was set up only 
for local control of government. The townships have no basis for the 
collection of money on which to take care of their highway systems. 
After the last frost, we have a short season before winter sets in again, 
and we do not. hav^e any solid base. We have no way of funding the 
maintenance of the lower echelon of connecting roads between smaller 
towns in my rural area. So I compliment you on the thought that at- 
tention should be given down to the smallest roads. Just in using this 
one example. I think you have shown a thorough grasp on this sub- 
ject and I wish your organization the veiy best. 

Mr. EocKEFELLER. Having a brother that has a certain responsi- 
bility in a large State, we get into this cjuestion of whether we can 
divert highway trust funds to rapid transit, to this, that, or the other 
thing. And I ao not think I can mfluence my brother. But I am con- 
vinced that as we talk here about developing rural America, I can give 
you one exjunple of a city in Arkansas, El Dorado, where 26 indus- 
tries have come there with the idea of locating, but the highway sys- 
tem does not allow them to reacli the interstate. And my brief reference 
here was purely and simply to suggest that we have many , growth 
areas, economic growth areas, in niral Arkansas and in rurar America 
that, if we could devise a way of helping them get out, or get in, then 
I think we can do a lot to ci*eate tax revenues. And these are tremen- 
dously important. But 26 industries visited that town and wanted to 
locate thei*e except for highways. 

So as we move from the completion of our present intei'state high- 
way system— I believe in rapid transit, I believe in all the other things 
tliat go with it, but I am saying to you that I think we can produce 
creativity in rural America by tlie recognition of growth centers if 
they were properly served by good highways. 

Mr. Stantox. Thank you, Mr. Chairman. 

Mr. Kluczynski. The gentleman from Minnesota, Mr. Bergland? 

Mr. Bergland. I have no questions. Thank you, Mr. Chairman. 

Mr. KTjrczYXsict. Thank you again. Governor. It is nice to be with 
you and I hope to be with you again on that poor faiTn of youi'S. Take 
care of it, so I will be able to enjoy it on the next trip. 

Mr. Rockefeller. I am now staiting something which you will be 
very pleased with, Mr. Chairman, because of having been there. Be- 
cause of our pollution problems and this, that, and the other, we are 
going to put in a central sewerage system so tha/. we can recycle and 
conserve. 

Mr. Kluczynski. Thank you. 

The next witness is Mr. Clay L. Cochran, Executive Director of the 
Rural Housing Alliance. 
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TESTIMONY OF CLAY L. COCHRAN, EXECUTIVE DIRECTOR, RURAL 
HOUSING ALLIANCE, ACCOMPANIED BY DAVID RAPHAEL, AS- 
SISTANT DIRECTOR, AND PHILIP BROWN, DIRECTOR OF 
INFORMATION 

Mr. CocHHAx. Mr. Chairman, in the interest of time, if you will 
insert my statement in the record, I will ti'y to conserve time with my 
verbal remarks. 

Mr. Kluczynski. Without objection, it is so ordered. Your prepared 
statement will be made a part of the record and you may proceed as you 
wish. 

Mr. CocHR^vx. I have with me this morning our ^\ssistant 33i rector, 
David Raphael, and our Information Director, Philip Brown. I 
thought^ something might come np that they could handle better than I 
could. 

We app rec i ate you r i n v i ta t i on to be he re. 

The Rural Housing Alliance is a nonprofit educational organization, 
funded initially by the Ford Foundation, to do research and education 
on the problems of housing and community facilities in small towns 
and rural areas. 

We have been in existence about 5 years, with a small staff ham- 
mering away at these problems in an effort to find out the scope of them, 
because such amazing little attention has been paid to them. It was the 
result of our First National Rural Plousing Conference, that our re- 
search director. Dr. Rucker, discovered that two-thirds of the substand* 
ard housing in the country is in small towns and rural areas. That fact 
has been available from census data for years, but no one had troubled 
to highlight it and our announcement of it was greeted with rather 
widespread skepticism. Such is the nature of social belief when a fact 
is unveiled which nins contrary to the "commonsense" of the 
community. 

All societies have their myths, ours no less then others. One of them 
which seems to run very strongly through the thinking in our society 
is Avhat we have come to tag as metropmiana, a kind of "metro" psy- 
cliology which looks upon urbanization as inevitable and a social good 
in itself. But more important is the accompanying presumptitnrthat if 
urbaTiization is good and if^.cvitable, the more urbanization, the better. 
So the bigger the cities and the more sparsely settled the hinteiland, 
the richer the nation, economically and culturally. • 

This state of social hypnosis has been carried to the point where it is 
difficult for many people even to think about towns of 50,000 popula- 
tion or under and tliose of the strictly rural areas at all, except to con- 
demn dftfidencies in humanitarian terms, and to try to devise some 
means for getting the miserable peasantry out there into the central city 
where, after some lingering in the ghettoes, they can look forward to 
the joys of affluence in suburbia. 

When you attempt to deal with problems of small towns and rural 
areas, you encounter a kind of grcay blanket through which you have 
to struggle to get people to cverL discuss the problems in meaningful 
terms. And it is in pari this kind of social liypnosis that has permitted 
us to contrive such tilings as price control programs without any real 
rep^ard for what they would do to population distribution or the dis- 
tribution of good things in small towns and niral areas, because if a 
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paiticular prognim resulted in the expulsion of people from rural 
areas, it was j)fesuiried they were goijig on to a better life somewhere 
else. Only when it began to appear (in recent years) that our con- 
tempt for the organic relationships between rural, small to^vn, and 
more urban areas was getting us into troiiBle did we begin to rethijik 
our way, or as Walton Hamilton wrote, "impose some direction on 
the headlong course of events." 

Another tiling which has misled a great many people into a kind of 
security blanket of a different type is that most of us over the years 
believed that the Department of Agriculture, which is a department 
of agribusiness, largely, was really a department of rural affairs; that 
is, that its researdi and concern w^as for all rural people. This is 
simply an assuniption contrary to fact. The recent discovery tfiat 
the Department is primarily preoccupied with the problems of com- 
mercial agriculture and the packers, processors, and so forth, does 
not mean that the Department has suddenly changed. Over the years, 
there has really been considerably less than a department of rural 
afl'airs looking after niral people. 

Tjic basic tiling I am trying to say on metropoliana and USDA is 
that more or less imconsciously, we have assumed that we were look- 
ing at development and change in the country in a balanced way 
when, in fact, we were preoccupied with the problems of the cities 
and vrc operjtiial on the false assumption that somebody was looldng 
after tlie people in small towns and rural areas. 

There is a great deal we do not laiow about our society and the one 
reason Ave do not know more about it is that Ave do not ask the riffht 
(.luestions.,-l23- the early years, in working with this program, as well as 
in other jobs^ with Rural Electric Cooperatives, I kept raising ques- 
tions which only now are beginning to be raised in other places as to 
what do Ave really knov/ about the impact of Federal programs on 
small tojsvns and rural areas? The a.nswer is that we still do not know a 
great d^al about it, because implicitly, we did not ask. 

In a recent publication by the Senate Committee on Government 
Operations, v/e come as close to attempting to measure at least the 
expenditures, if not the impact of those expenditures of the Federal 
Government, on small towns and rural areas. But as I point out in 
some detail in my statement, the figures are pretty crude because we 
had not asked the questions long enough before to begin to lay a 
basis for proper development of figures. The results are shocking 
enough, but if Ave begin to refine these figures. I am convinced that 
they will be even more striking, some of their findings being that ex- 
penditures for health services mn four times as great in the metro 
areas, welfare payments four times as great, manpower training three 
times as great, on a per capita basis. 

Now, with at least 25 percent of the national income of this coimtry 
under the control of the Federal government, we simply cannot dis- 
reo^ard the fact that Federal policies and Federal expenditures are 
going to influence the distribution of population, income, everything 
else. And we think there has been far too little attention paid to that. 

In the area of community water facilities and sewer systems, there 
is another commentary on small towns and rural communities. Three 
years ago, a survey showed that 32,000 rural communities lacked 
decent water systems and 30,000 lacked adequate sewer systems. The 
total cost of those today would run at least $18 or 14 billion, up from 
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the $11 billion that was estimated 3 years ago. What are we doing to 
meet this basic need which is going to do moro^tb determine where 
industry goes than any 7.5 percent tax gimmick? 

This year, we are putting $342 million into such facilities troni 
Farmers Home Administration. The President is withholding $58 mil- 
lion in grants. He says he will use most, but not all of them next year. 
At this rate, it will be well beyond the year 2000 before we catch up 
with the need that existed in 1969. 

Over a recent three year period, Farmers Home told 7,200 rural 
communities to withdraw their applications for water and sewer, 
cecal $3 billioif. The reason? No point in maintaining false hopes 
among commimity leaders that loans and grants were going to be 

made. _ . 

Adequate water and sewerage systems are something more than a 
means of bolstering human pride. They are needed to protect the health 
of citizens, to attract expanding industries, and to retain existing com- 
mercial establishments. . . . 

In the area of housing, on which we spend most of our time, it is not 
difficult to chart the deficiencies in the programs over the years. In pub- 
lic housing, we have done a poor enough job since 1935, overall, with 
something like a milhon units under management, but about 24 per- 
cent cf those are in towns of 25,000 and below, the significance being 
that if 60 percent of the bad housing is in small towns and rural areas, 
we have put 24 percent of the only form of federally subsidized hous- 
ing which will reach the really poor in those areas. 

In 40 percent of the counties, there is not even a public housing 
authority and many of those who have such authorities have built 
very few imits. One reason, of course, was that the subsidy from the 
Federal level was not deep enough, and with the Brooke Amendment 
and other changes deepening the subsidy, it is possible that this will 
accelerate a change already under way, that smaller towns and rural 
communities will use public housing. But it is not likely that they are 
o-oincT to use much of it. There is a half billion dollars backlog already 
(several months ago) of requests for public housing fimds; the Presi- 
dent has impounded about $100 million of the available funds and is 
obviously not very friendly to using public housing in meeting the 
housing needs of peoplft. 

One of the i*easons, of course, that state and local governments have 
been able to do less in these areas than they should have done has been 
the distorted system of priorities in the Federal Government in the 
last 20 years, where we have poured enormous amounts of money into 
things iike space games and the military, leaving the burden of sup- 
porting education and local services to State and local governments, 
whose revenues are not adequate to it. The result is something like a 
taxpayer's revolt. We go out to try Lo help a low income family get a 
house, even under ihe subsidized programs that the 'Congress has voted, 
what do we^nd? That the taxes on a $15,000 house in the State of 
New Jersey are $750 a year, so that you could give many families a 
house and they still could not afford it. And there is no way out of that 
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except for the Federal GoveiDincnt to begin to expend not just a little 
bit, but a great deal more inoney in picking up fhe public burden of 
supporting those facilities ^vhich the local and slate governments have 
had to bear in recent years. 

In the non-pnblic liousing area, of course, the Federal Housmg Ad- 
ministration is the oldest of the agencies set up to improve employ- 
ment, primarily. It never fuactioned inuch in rural areas. The savings 
tind loan at^sociations, faiily old institutions, also functioned relatively 
little in small tOAvns and rural areas. About the only agency which wa.s 
really set np to serve these needs avu.s tlie Farmers 'Home Administra- 
tion, 

Time prevents me from going into nuich detail on that, but basic- 
ally, the Farmers Home Administration is totally incapable of carry- 
ing its share of this load, primarily because neitliei* the White House 
nor the Congi'css will support adequate administrative funds for the 
agency. Its capacity to lend teclinically is linrited by a J Wirean of the 
Bndget ceiling on'insured loans. But in fact, the ceiling is imposed by 
the jack of administrativo funds to handle the loans. And as a resnlt, 
the housing need in small towns and rnral areas goes largely nnmet. 

There have been improvements in recent years. The Congress has 
extended the area of Farmers Home from towns witli populations of 
5,500 to 10,000. We think the population maximum ought to be 25,000 ; 
and make some other clianges, particularly in the farm-labor housino- 
program. ^ 

T\niere do we go from liere? Before the House Eankino* and Cur- 
rency Committee last year as a part of the study we did, Ave indicated 
a whole area, a shopping list of chan<jes trying to evolve all of the 
existing programs away from a Idnd of pragmatic discrimination 
against small towns aiiu rural areas. The Senate picked u]^ relatively 
few ol" those and the House has not reported yet. We are even dubious 
that you can revamp the old agencies to serve small towns and rural 
areas. We really think the time must come, unless we are willing to 
wait out the century for changes, that we make some kind of dramatic 
departure and create a new^ agency and give them a definite.time span 
and say, go ojit and eliminate the rural slums and provide decent wa- 
ter and sewer facilities here and now, in much the same way that the 
Congress did on rural electrification 30 or 40 years ago. 

We are pleased to be here with you today. We commend you for 
pushing these studies, because we are not proviucial minded'people. 
We do not think the hope of the world is in rural areas or big cattle 
ranches or anything else, but that it does lie in a balanced distribution 
of population. The solution to that is that Avhen the Congress does some- 
ttimg in one area, it does so taking cognizance of the fact that the 
Federal government is the biggest influence in the community and 
that anything the government does or does not do affects the distribu- 
tion of population and the welfare of people. 

(The statement of Clay L. Cochran follows :) 
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Statkmk.vt of Cr.AV L. CocriuArs', IOxkcutivk Dxhector, Ruhat. Housing 

ALLIAiVCK 

7 once played for a nhile with the theory of cconomiG ilctcrini- 
nisffh and could inat:c little out of it. If *w//p//eA at best a tmUfintex 
formula whose numerous terms are often evasive. Among these, 
individuals in stratcyio poHltions have their part in sliapiuf; the 
course of events, and the prevaiiim; intellectual ctimate has much 
to do with enlarging or contraetino the opportunity at hand . . . 

I wonder . . . if the vaJt is for a program of measures to Ite real- 
ized. That approach seems to me to have the static quality of an 
attempt to realize Utopia. Is not the demand rather for tatdng an 
amateur fling in the role of the (/ods and attempting to impose some * 
direavion upon the headlong course of events? The great need is for 
a. rev i rat of statecraft, a field i7i which invcniions are even more 
necessary than in technology. The art of politics — or rather of politi- 
cat economy — is a craft of contriving and adapting measures to the 
ever-chanuing needs of society. 

Solutions have a way of beeonunff as obsolete as the problems 
which touch them off. The course of human events needs to be met 
with a series of ever new answers.* 

Mr. Chairman aiul lueiubers of the committee, wo appreciate your invitation 
to a.pL>oar before the {Snbeoniniittee to commeufc on the xiiture of small town -and 
rural America, particularly tlie problems of housing and couiinuuifcy faciilties. 

The Rural Housing Alliance is a nonprofit eduoatioual organization, funde<l 
initially by tlie Vord Foundation, to do researelj and education on the i>roblenis 
of housing and coniniunity facilities in small towjis and rural aroas.^ 

Rurat Housing Alt lance — Purpose 

RHA came into existence ia late lOOG, its first hired stafl: !)ecoming available in 
January, 1967. For over 5 years wo have bcien trying to measure the dimensions 
of housing, water and sewer problems of small towns and rural areas, and during 
that iKiriod, we liavo p?-o(luced a body of publications, which are a mixture of 
secondai'y research and i-fforrs to (iwide the conuuuuity in *'iiustling" the exist- 
ing housing system, as* well as making it aware of dcficioucies in tlie existing 
programs. (A copy of our most recent publications list is attached as Api>eiidix 
Item A.) 

^^ationat Rural Housing Conference 

It is indicative not so nuieh our original, genius as of ''the prevailing intellec- 
tual climate'' that we put together the First National Kara! IlonsiJig CouCprence 
in June, l9Ci). (with funds provided by the Ford Foundation) nt whicli api)roxi- 
mately one linndred carefully selected scholars, public servants, ami lenders 
attempted to bring the rural housing i)roblem into focus and evolve means 
for dealing witli that problen^. (The Report of the Conference is en 11 tied "Peo- 
ple Have A Right . . . To Decent Housing" whicli has had wide distribution. A 
copy is attached for the Committee files.) It was in prepai'ation of a working 
paper for this Conference that Dr. George Rucker "discovered'' the grim fact 
that % of the substandard housing is in small towns and rural areas, although 
those same areas contain only about .HO percent of the population. I^iat fact- 
had been available fro in Census data for years, but no one had tr()id)led to high- 
light it, and our announcement of it was greeted \\ith rather widesi)read skep- 
tieasm. Such is the nature of socinl belief when a fact which runs contrary to 
the CO nun on seuuse** of the community is unveiled. 

This recitation of a brief baclcgronnd is not designed, as a public relations 
announcement for RHA. but rather to indicate a part of the nature of the pro!)- 
iem in meeting the neeOs of small town and rural people, i.e., a eonditiou of too 
nearly imiversai *'dis concern." 
On the Nature of Reality Versus :Mythotogy 

All societies have their mythology, ours no less so that otliei and as the 
fluotation from AValton Hamilton on the first page of this statement is intended 
to indicate, a society which allows its mytliology to remain static over long pc- 



* Walton Harallton to Horn.cc Gray, December 31. 19?37. Excerpted from Volume I, Num- 
ber 1 of The .Tournal of the Unapplied Sciences, Winter, 10 GO, pp. lS-10. , ^ ... 

1 We generally define a .small town as ono ^vith a popnhition of 2;"). 000 or loss, a dpfinitlon 
Which i« functional in our field booauso 25,000 Rpoms to be a breaking point l)olo\v which 
many of the existing housing programs function poorly, If at all. It is an arbitrary figure 
rcflPCting our experience. 
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riods with inntlO(iuJ»tt» uttentioii to voality ijots in tronI>Ic. As l^eniai'd Sluiw 
once wrote, "People wlio boliuvo absurdities commit atrocitos" ami so do gov- 
ernments and societies. 
Meiropoliana 

Industrial ix.ation lias created a "metro" psychology (metropoliana) in rluK 
country which loolcav upon urbanization jis inevitable nnd a social good in itself, 
hut more important is tlio accompnayin.!? previa nipt ion tliat it' urbani:':at ion is 
good and inevitable, tiie more nrbnnization, the better, vpA'o facto, the bigger 
rho cities nnd the more sparsely settled the hinterland, the richer the nation — 
economically and r^ultnrally. This. state ol: social hypnosis has been carried to 
the point where it'is diflienlt for many peoi)le to evea tiunk about the proi)lems 
oe towns oi^ ijO.OOO and under and those oi: the strictly rural arens at all, except 
to condeni-Q deficiencies there in liuiaanitarian terms, and try to devise some 
means for getting that miserahlp noasnM.iry into the central city where they 
can, after some lingering in the ghettos, loolv forward to the joys oi: allhaMice 
and culture of suburbia. 

Given an implicit, tacit, or overt devotion to the concept of mciro polio no, in- 
dividuals, organized groups and governments at various levels pursue policies 
which appear to be based on a conuuon, .sciontihcally bulwarked belief, \A\» were 
X>reoccupied with the problems of the cities, for it was there that the future of 
the nation rested in terms of culture, power, prosperity, productivity , , , you 
name it. When we sought to solve the most ajjparent rural problem, a disparity 
of inconic between rural and urban people, and did it by means of restricting 
crop production and rewarding volume of output (and size of operation) which 
meant inevitably that millions of rural people would be forced to migrate to 
the cities, we slept comfortably at night, secure in the arms of metropoliana. 
In the absence of such security we might have contrived to bolster the incomes 
and improved Uie living levels of rural people through somethi!ig liKe the Bran- 
nan Plan and cooixjrativcs and by extending the benefits of labor and welfare 
legislation on an equitable basis to rural people, but given our version of a com- 
fort blauivet we proceeded with a price support prograiu v/h.ich (coupled with 
changes in technology) wrought havoc with rural life and the lives of millions of 
rural people. 

Onlv v>*Iien it began to appear that our contempt for the organic relationships 
between, rural, and small town, and more urban was getting us In trouble, here and 
there doubts began to rise as to whether we should as Hamilton said, attempt 
to 'Mmpose direction on the headlong course of events . . ." 

The problems of small towns and rural areas are nothing new. Rural popula- 
tion has declined for decades, accelerating after tlie war; many small towns 
have declined or nearly disappeared, but they are not vanishing. Indeed in the 
10(>0*s, of the 4,3(X) towns with population from 2,500 to 10,000, 72 i>i?r emit of 
them increased in population. Considering the discrimination^ they have suf- 
fered under Federal programs, thi.S shows a heartening vitality 

The poA-ertv and lack of opportunity in rural areas relates in i>art to metro- 
poliana, hut it also reflects technological change and the American conviction 
that bigness and concentration of power are signs of progress and elhciency. « Tlic 
capacity of people to distinguish between Avhat Veblen called i>ecuiiiary effici'^iK-y. 
i.e., the capacity to ambush (considerable (luantities of loose cash and industrial 
elficieacy, i.e., low real estate costs and quality production is ubiquitous , . ,) 
Be that as it may, anrlng these years, the eyes of the nation were fixed on the 
cities, and the Department of Agriculture wa.^i busy, in tlie main, in looking after 
the interests of what has come to be known as the -agri-business" complex, 
the comiuei-cial farmer.K, ijackers, processors, etc Contrary to general opinion, 
the T)ei)artments role as the champion of agnbusiness is not new, and the failure 
to recognize thi.s has meant tiiat to the extent that we coiisioered the Department 
a department of ''Ilural Alfairs". i.e., rural people we have been misled, and the 
result has been a kind of intellectual vacuum. If the USDA, for which read 
Department of Rural Affairs, did not care what was hapiK^ning to small town 
and rural people, Avho did? The answer is very simple: Nobody much. 
LfiiriciiKj at the nroadcr PiciurG of Anu rica'ti Life 

For the mot-^t computerized people in the v.'orld, tliere is a great deal we do 
not Unow~-Quant!itively or ciualitativcly-— about our own country-. One enters the 
arena as a chamnion of the rights of rural people to clean water, modern sani- 
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tatiort aispoj>iil iuul (l(^'Ont housing only to be ehallonircd bv the Knights Errant 
L .fx^^r^i^^^^'*'^** ^^^^'^^ noanderUial allies the Blind Xeouuurol* the Free Mar- 
ket taith. \\Q are tQld that the housing system serves tlie people if the iKJople 
^^*^-..V\ ^^e^^t l^^^ce and have enough income, and if they are not, then thev 
.should beget thenu-elves to the right places, i.e., ''growtli centers" (whatever thev 
are) or to the tomiH and cities. "When we know that there are already hordes 
of people m tho.se area.s wlio lii.ii-.miseL-ahly in poor Jiou.sinLc or are supportecl bv 
degrading welfare programs^ all we are oltered by way of explanation is a 
wave, now and then, of statistical incense but nothing niore substantial. 

The crude facts of the last decade have laid to rest the concept that the great 
cities are the ultijuato haven and refuge of the rural i)eople who seek opportunity, 
but concepts like ^'growth ceuiter.s" emerge as subsiitute myths— anvthing to 
avoid facing up to need hero and now in wnall town.q and rural areas. To 
challenge the concept of '\growth centers" today is considered irresponsible and 
nnscientific — almo.st un-American. 

Lookhi'f; for the Facts 

Reality must rest on facts, however evasive thev may l)e, and when one tries 
to find out why some Kmall towns and most rural areas have been declining 
when there appears to be no satisfactory alternative location for their ixipulation, 
one encounters a faulty niosaic of data which in turn is the product of pre- 
occupation with metropoJiamu ... In Hamilton's words we encounter the ''pre- 
vailing intellectual climate . . which bus so much to do with ''enlarging or con- 
tracting the opportunity at hand". 

HrLV has ascertained .some of tlie facts on housing and community- facilities 
which I will detail subsequently, but since our attempts to get a hearfng on nec- 
essary changes, innovations and modifications of existing legislation and i)Olicies 
are so frequently countered by the myopia enj^cTulered by the mythology of 
Dictrouoliana, let me dwell for a moment on the larger field. 

Government and Public Policy as Forces for Ohaiifjc 

Intrinsic in the concei:)t of metropolinna is tlie belief tliat the private market 
-and the private economy and technology are the moring forces 'iu our society, 
and unless we are willing to kill or cripple tlie golden egg laying goose, we must 
adjust ourselves to the results. But this viewpoint is only a prejudice. The Fed- 
■eiral government Cnot to mention the states and other levels of government) 
controls something like 25 per cent of the income of the people of this nation, 
directly, and directs the exi)emliture« or allocation of an indeterminate but large 
percentage above that level. It follows th.^.t tlie pattern of Federal expenditures 
and the nature of Federal ix>licies in allocating funds and resources through sr:b- 
sulie.s and other devices like insured credit ha,ve a greater effect on the distribu- 
tion of income and population and opportunity than any other discernible factor. 

X-Ieiice a counter to the magic of nietropo liana, and its free market forces, is 
the concept of government as a maker and director of change. Whether popula- 
tion is pouring out of rural areas Into "growth center^*', the great central (^ities, 
or suburbia or pouring hi, Federal expendihrres and Federal subsidies and otlier 
contrivances are obviously a major factor influencing that ilow. 

Deficiencies of Data Influence Programs 

Much of the data on our societ.v are as 'mrtropoViana oriented as is policy. For 
example, figures on housing starts in small to^\^ns and rural areas are liighiy 
deficient. little more than guesswork. Figures on unemployment are even worse 
. . . so it goes in many vital areas. 

It is encourjiging tluit more and more efforts are being made to ascertain the 
economic facls of life in small towns and rural areas, but the very erudeiiess of 
tlio results is eloquent witness to lousy iiegl^^ct A recent publication by the Sen- 
ate Conujiittc^ on Government Operations, December. 1071, entitled "The Eco- 
nomic and .Social Condition of Rural America in the 1070's" is an ambitious at- 
tempt to analyze the distribution of Federal outlays among U.S. counties. Re- 
lying on the single most comix^tent source of rural data, tlie Economic Research 
Service of the "Department of Agriculture, tlie results are pretty shocking, but 
they a re also imprecise and incomplete. 

roninienting in the Lo'W Income Housing Bulletin, Dr. George Rucker 
SJiys : 

"This inflifntpp no bi.is a.£:aiii55t wplfnre pro;?nim.<; — but njrain.^t many current welfare 
polU'ie.s niul .aid h»v»M<?. 
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' For several yoara, tlie Oflice of Economic Opportunity has been compUmg 
from the various Federal agencies data on their program outlays on a county-by- 
county basis. Last year, the Economic Kesearch Service of the Department of 
Agriculture used the Fi" '70 data to prepare, for the Senate Government Oper- 
ations Committee, a study on "The Distribution of Federal Outlays Among U.S. 
Counties." The basic data'leave much to be desired. Not all programs are reported^ 
for one thing. (Public housing and rent supplements are prime examples. HUD 
says that fmancial data ou a coun^ basis just aren't available.) Those that are 
reported are not necessarily handled on a comparable basis. (Figures for FHA's 
insured housing loan programs are on a "face value'^ basis, which is okay as a 
measure of program level, but not exactly the same as the actual outlays of 
tax money.) Finally, it api>ears that many times the coimty figures are estimates 
of pro rata shares, rather tlian actual figures. 

''Having entered those ciiveats, the study at least reflects tlie Federal govern- 
ment's best guess as to how its activities are distributed, and that guess la rarely 
cojifirms the pattern of ''metropoliana". Per capita income in no-metropolitan 
counties is more tlnin Sl.OOO below that in methopolitan counties and (perhaps 
in obedience to Matthew 25: 20), the level of per capita outlays in those counties 
is more than .$100 less than in metro counties. The figures for the housing pro- 
grams (exchiding public housing and rent supplements) work oat to ,$91 per 
capita in metro counties, ^40 per capita in non-metro counties, and only $35 per 
capita in the most rural counties." 

The ''Report Highlights" states that Federal spending on human resources 
development, education, health, welfare, vocational rehabilitation, manpower 
training and development are disportionally metropolitan. Expenditures for 
health services axe four times as great, welfare payments 4 times as great, man- 
power training 3 times as great in metro coimties as in non-metro areas. 

Non -metro counties account for 60 per cent of substandard housing, but re- 
ceivee^ only IG i>er cent of Federal housing assistance. 

Kon-nietro counties account for 50 per cent of all children between the ages 
of and 17 in poverty-level families, but receive only 20 per cent of all Federal 
child welfare service funds ; 24 per cent of zVDO payments ; 26 per cent of Head- 
start and follow-through assistance, and a more "generous" 41 per cent of Fed- 
eral outlays for elementary and secondary education. 

Ri.irht out of every 10 Federal dollars spent on defense, NASA, AJKC, a total of 
63.0 billion go to metro areas . . . 

However deficient and incomplete the data are, they clearly indicate that the 
Federal government is a major force in allocating income to the metropolitan 
areas, and that the discrimination against the people of small towns and rural 
areas is gross. 

Community Facilities — Water a}i(l Sewer 

The sad plight of the rural community water and sewer system development 
program is another commentary on the way small towns get the short end of the 
stick, Xliree years ago a survey showed that approximately 32,000 rural eom- 
munities lacked decent water systems and 30,000 lacked adequate sewer systems. 
The total cost of financing these systems today. would run between $14 and $15 
billion. - " 

What are we doing to meet this basic need? This year approximately $342 
million is being provided by FMHA, The President is withholding $58 niiUloti in 
trrants. He says he will use most of the withheld funds :r. 1973, but not all. 

At this rate it will be well beyond the year 2000 before we catch up with the 
need that existed in 1969. Over a recent three-year period the Farmers Home 
Administration told 7,200 rural communities to withdraw applications totaling 
$1 billion. Reason : No point in raising false hopes among conniiunity leaders. 

But adequate water and sewer systems are something more than a means of 
butstering c-ivie pride. These facilities are needed to protect the health of our 
citizens, to attract expanding industries and to retain exisung e(mimereial 
establishments. 



Federal intervention in the free housing market became f^fFpf>tive in early New 
Deal days. Other than limited programs carried out by the resettlement admin- 
istration and subsf^uent USHA agencies, the two major programs were public 
housing and Federally insured loans, FHA. Originally the public bousing pro- 
gram was a Federal program, but a Supreme court decision compelled the Con- 
gress to rewrite the law which resulted in placing the initiative with local gov- 
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eminent, which is anotJier way of saying that it left the housing needs of the 
poor up to the local govermnent. Only about a million dwelling units have been 
put unaer management since 1935 and only 255,000 of these or 24 percent are in 
towns of below 25,000 and below (1960 Census). In recent years there has been 
an encouraging increase in tlie number of units built in rural areas, but it is 
apparent that a large percentage of these are for the elderly and that there is 
still less thaji an obvious intent to meet the needs of other groups through public 
housing. 

The failure of local, state and regional governmental units to take advantage 
of the public housing program for their low-income population doubtlessly runs 
to many factors — almost 40 percent of all counties still have no public housing 
program and many of those who do have have built only a few units. One reason 
for this failure is obvious : the subsidies until recently have been, insufficient to 
house many of the really poor who tend to be concentrated in small towns and 
rural areas. Local governments could not afford or would not pay the additional 
subsidy. With the passage of the Brooke amendment the subsidy is deepened, 
but even today if a local govermnent wishes to subsidize its poor people it will 
have to dig into its own coffers which are already badly strained for other es- 
sential services. 

Moreover, although there is a backlog of over a half billion in applications 
''President Nixon has impounded nearly ^100 million for meeting that need and 
shows, no indication of either releasing those funds or requesting more. Public 
housing, the only program which has a subsidy large enough to meet much, If 
not all, of the needs of very low income people in rural communities is not pop- 
ular with the administration. * 

Financial Pressures on State and Local Governments 

^It is necessary, Mr. Chairman, to point out that one reason many local gov- 
ernments cannot afford to subsidize housing for their low-income people is the re- 
sult of the lopsided priorities for Federal exi>enditures for a generation which 
have resulted In funneling Federal surpluses into space and \Var games, into im- 
perialism il: you please, leaving too much of the burden of supporting public serv- 
ices on state and local governments. It is not, possibly, that we could not have af- 
forded more Federal assistance for housing in spite of the level of military ex- 
penditures, but we have also tended to use the Federal tax system as the key 
device to maintain prosperity, so that over and over in recent years when there 
was an alleged need for a shot in the^'arm to the economy, that shot has taken the 
form of a tax reduction, usually weighted in the directions of the big corpora- 
tions and the upper income groups. This has cut sharply into the funds which 
could have been available. for social expenditures including housing. One Senator 
estimates that for corporation taxes alone the loss through tax reductions, directly 
or through increased loopholes or allowances have reduced Federal funds by $9 
billion for this year and $17 billion.for next year. These losses are from corpora- 
tion taxes comparing 19G0 to current years. 

As long as such policies prevail, public housing is not going to be used on any 
scale to remedy the scandal of rural housing. 

'Non-Piihllc Housing Program — Insured Loans 

The second major early program was the Federal Housing Administration un- 
der various names which esta^-J^hed some standards and insured loans by private 
lenders to homo builders. This ^-i^-ogram was conceived basically as a job creating 
mechanism and it continued over the years as a credit agency for (1) middle-in- 
come groups and (2) nonrural residents. Since FHA can insure loans only where 
there is a private lending agency to make the loans, this has meant that from the 
beginning it has an overwhelming urban bias. By and large it has not functioned 
in small towns and rural areas, nor is it likely to. It is estimated that 14 percent 
of FHA assis(;ed units are in nonmetropolitan areas. 

Savings and Ijoan Associations are also relatively hoary institutions aimed at 
housing financing, but here again we find that Savings and Loan Associations in 
only half oC the nation's metropolitan areas accounted for three-fourths of the 
residential mortgages, leaving the remaining of one-fourth split between Saving 
and Loan Associations In the other Standard Metropolitan Statistical Areas and 
all nonmetropolitan areas. 
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Fanners Home AiimlniHtration 

Early FmHA housing prograina . were cither Ihnited to farm dwellings, and 
mighty few of them, or, under Bi^^iettlement and FSA (predecessor agencies) to 
some resettlement and farm labc^:-' community housing. The two latter programs 
were wiped out during the 1940s. The farm laboi* housing program was the most 
creative in our history and nothing like it was re-established until last year when 
FmHA began to make 90 percent grants and 10 percent loan.s at one percent in- 
terest. In the interim we had lost virtually a quarter of a century in dealing with 
the housing needs of the most exploited part Oi! the nation's workforce. 

Beginning in 1961, the Congress authoi'irtd FniHA to administer a non-farm 
- housing program, initially with direct loans' irom the Treasury. This was an ad- 
mission that neither the HUl) programs nor private lenders were adequate to 
meeting the rural neetl. But direct loans have "budgetary impact" i.e. they tend to 
unbalance the budget of the Federal government. They are not any different in 
fact from FHA insured loans, but under the primitive bookkeeping system of the 
Federal government they appear, it is asserted, to jeopardize the foundations of 
the republic. Dlthnately the Congress shifted most' of FmHA's housing loans from 
direct to insured. This was achieved at a great increase in the burden on tlie 
taxpayer, but it reckoned with the taboo of budgetary impact and therefore re- 
ceived a modest blessing from the budgetary magicians. 

The record of FmHA in making housing loans in recent years is impressive. 
The program started in 1949 and by 19C2 a relative handful of families, 32,000, 
had been housed with FmHA assistance. By 1072 this figure had risen to 002,000. 
In 1973 the figency plans to loan .?2 billion for housing, four times the amount 
advanced in 1969. 

But these statistics pale when you measure them against the real housing 
needs of niral people. The Farmers Home program is falling far short of meet- 
ing the goals set by Congress in 1968. In 19T1, for example, all of the housing 
l)rograms that involve subsidies fell- short of meeting the goals, but none failed 
so miserably as Farmers Home. FmHA assisted starts and rehabilitations dur- 
ing 1971 were only 56 percent of AVhat. tiie Congress said was needed to erase 
bad housing, and the estimate of the Congress wa^ very conservative.^ 

Also, while the dollars loaned are climbing, the number of houses bought, 
built or remodeled are actually declining. In the first six months of -fiscal 1972 
the FmHA made 49,457 loans; in the same period the previous year they made 
51,524. 

Inflation is taking its toll. The average initial loan this year is .^^1,400 larger 
than last. 

- In addition, it seems quite likely that FmHA will not lend all that is authorized 
for this year. The program level Is $1.5 billion and as of December 31 the agency 
had loane<l $665 million. In fiscal 1971 FmHA wound np the year with J?94 mil- 
lion of authorized housing funds unspent. This year the amount left over may 
be even greater. The prospect of the agency being able to lend .$2 billion in 1973 
seems unlikely. 

Despite the abolition of the above moderate FmllA loan program three years 
ago, FmHA does not and cannot reach the really poor. The biggest subsidy it can 
offer is one percent interest and that is not enough. 

But the most serious drawback to FmHA'S housing programs is the deficiency 
in administrative funds which limits the program in .size and tends to compell it 
to serve higher income families. And matters grow worse. . . . 

The Changing Profile of FmIIA*s 502 Borrotver 

Figures on the characteristics of borrowers under Farmers Home Adminis- 
tration's homeownership program for low- and jnoderate-income familios in 
Fiscal 1971 have recently become available. A comparison of these statistics with 



*I don't think tho Administration Ims ovor divUlod the national houslnir ponl betwoon 
urban nnd rural, thor (lid nllocrite it botw""n HTO and USD A (in tlio 2nd Annunl 
Keport) — calling for n total of l.^Sfi.OOO PmTTA unltK over tlio .10 .voars ; 40S.00O of thorn 
to bp ncluovcd in tlin first four fip.onl yoars (thru FV '72). It is this t^oal that cnn ho cora- 
parod to the 27^1000 stai;ts and rohabllitations FmHA oxpocts to have thru this FY — l.o.. 
thoy arc about % on target oVor the first four yonrs, but fchjit*s in pnrt bocnuso the poals 
roport assigned them production they had virtually mnde for the first couple of yeans. 
Currently they nrc at about 00% or loss of tho assff^nod target and an avornplni? of the 
total a.^sipned ponl (rather thnn a rislnp production curve)- would require 594,000 units 
In the first four years, or more than twice what they have niannped. 

RITA hns not assigned units by a;:enoy ]>nt since we think the totnl nssisted housing 
poal for small towns nnd rural nrens should be LS million Instead of HUD's 6 million, 
FmH.-Vs portion should be more like 3.2 million Instead of l.H mlHlon. 
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those for ITi seal ll)ti8 demon.Striites tlie way in \vhich rising housing costs have 
already more tliaii offset the eUect of the interest credit prograni. The figures are 

..^«.«««,«.-Siunmidi^5^ , . .........L . ^ .. 

Fiscal year— 

1968 1971 

DistfibuUon of borrowers by unadjusted income (percent): 

Under S4,000 13.5 11.5 

UOOO to $5.999 37. 1 25. 4 

56.000 to $7.999 42.9 38.0 

$8,000 and above 6.5 25.1 

Average unadjusted income $5,793 $6,464 

Averaie size of house: 

Square ftet of total area! - 1, 375 1, 307 

Square feet of living area 1,114 1,078 

Average cash cost of house $11,068 $14,235 



As can be seen, despite the initiation in FY '09 of the interast credit program, 
allowing FniHA to reduce the interest rate to borrowers as low as 1%, the 
agency's ability to reac^h low-income families has lessened dramatically in the 
last four years. The average income of borrouyers went up my 11% ; the proportion 
of borrowers with incomes of 1^^,000 and above went from less than 10% to more 
than 25%. 

The figures on the size and cost of houses illustrate why. The average size of 
the house has decreased somewhat (living area by 3%, total area by 5%), but 
the cash cost has increased by almost 29%. In short, the subsidy provided by 
interest credits has gone to the house and lot (or rather, to those who make, 
market and finance them), not to the borrower. 

The White House under three presidents, Kennedy, Johnson and Nixon has 
starved FmHA or administrative funds and \n recent years aggravated that con- 
dition by imposing personnel ceilings. They are currently under orders to reduce 
personnel by 5 percent below Augu.st 1971. 

Moreover, tlie Congress, although .slightly move generous, has not off.set Wiiite 
House i)enury and the program stumbles along at an unjustifiably low level. 

Improvements in Programs 

The picture is not entirely black. The Congress has made some improvements 
in housing legislation affecting small towns and rural areas in recent years. 
These include increasing the size of town FmHA could serve from 5,000 to 10,000; 
providing technical assistance funds to promote .self-help housing by FinHA; 
dramatically improving the farm labor housing program as indicated earlier ; 
but with inadequate funds, often impounded by the President. 
^ In-both FHA and FmHA the interest credit gimmick which makes it possible 
to reduce interest to as low as one percent was approved, This appeared to be 
a step forward, a very expensive step to the taxpayer, but forward nevertheless. 
TJnfortunately ri.sing prices of land and construction are diminishing the benefits 
to housing consumers. 

It is really incredible that the Congress and the White House would rely on an 
interest sub.sidy program along with insured loans that is as expensive as just 
giving the homes away to the recipients, for this is the case if the subsidy is 
down to one percent interest. The taxpayers are the victims of super.stition in 
Federal accounting practices, and to the extent that the costs of the programs are 
increa.'^ed the poor fall victim at the same time. 

Tlieso comments by no means exhaust the fund of criticism which can be 
directed at existing programs, but they give .some indication of tlie inadequacy. 

Where Bo We Go From Here? 

It is apparent that we can take one of several roads from here into the future. 
We can stay on the one we are on and low income people in small towns and 
rural areas can wait 'til Kingdom Come. 

We can, with White Hoasc consent and cooperation, greatly increase the use 
of public housing in meeting the need. 

We can jigger the exi.stlng agencies, modify their authority, increase their 
authorizations and hope to evolute Into something better. Attached as' Item B 
is a shopping list of changes needed In housing law to help us along the road. 
The Senate has adopted six of these changes in its version of the Housing Bill 
for 1972, not very significant ones. The House has yet to report. 
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But the changes in law aro without much meaning as long n,s tlioie is no dispo- 
sition on the iMirt of the Congress or the White House to solve this prohlem . . . 

- because 11r take monej'r^^I oreover, l am verj^ doubtful tha t we. can evolu ta do\m 

this road with the existing agencies. 
Evolution May Not Be The Way 

There has IxiCn increiising concern in recent yeai-s over the apparent incarmcity 
or unwillingness of HHT) to function outside metropolitan areas. One response 
was to establish the Office of Small Town Services in HUD, This was hailed as 
a big step. Assistant Secretary Samuel C, Jackson wrote : 

''The creation of the Office of Small Town ^^.ixl^fJesj^ within ^U^>'s Office of 
Metropolitan Development underscores oxir concern towafd ensuring tliat the 

* small community point of view and condition are fxilly recogniteed in developing 
policv and program decisions. 

"Thus, the Office of Small Town Services serves as a central point in HUD for 
focus^ing on the problems of smaller communities. ..." 
a'hat writing was published in July, 1969, Woe be unto the concerned small 
^ communities, for in the interim the Office of Small Town Services has been 

dismantled. 

At another point. Representative Wright Patman, concernetl about the runil 
housing problem proposed to create an Assistant Secretary of HUD to concen- 
trate on the problem. Secretary Romney countered by proposing to create a Task 
Force made up of HUD and USDA/FmHA represenbitives to cope with the 
problem. That Task Force prepared a rather comprehensive and candid report 
indic»ating that HUD had not been performing in towns of 25,000 and belo^iW, 
same being no news to anybody outside HUD, but instead of plugging ahead on 
corrective measures, the Task Force folded its bureaucratic tent and vanished 
into the night. 

Congress in 1968 approved Section 106 of the housing act providing, among 
otiier things, for the development of an education, technical assistance and de- 
livery system for low income people, and could have been particularly vital to 
rural people. Section 106(b) provided seed money and it has been used, but HUD 
steadfastly refuse<l to carry out the instructions in Section 106(a). We attempted 
to get the program going*: Senator Mondale, tlie original author of the language, 
did the best he conld. The duplicity of HUD's lawyers overwhelmed us all. In 
1970 the .section was revised and strong, clear report language was included in 
the Senate report. It afe^uthorized $5 million a year. What happened? The ad- 
ministration asked for no funds. Congress appropriated $1 million. The Presi- 
dent impounded the funds, ostensibly as a major weapon against inflation. 
(Laughter). Finallj' the funds were released and HUD issued Circular 4403,4 as 
guidelines. The guidelines prohibit grants to local organiziitions. They permit 
grants only to those who give "technical assistance" to local groups. At the mo- 
ment there is a plethora of technical assistance available and an almost total 
deficit of local administrative funds. Once again, HUD has refused to carry out 
a congressipnally authorized program, Tlie pattern is obvious, HUD's whole hi«> 
« tory is one of dealing with already established institutions whether they were 

housing authorities or private realtors or lenders. It is incapable to comprehend- 
ing that there is a need for lOcal housing delivery systems and going about the 
task of developing them. Metropolian a— and, in this case, aii apparent dedication 
to the presumed interests of private contractors. We are at a loss for any other 

• explanation. We do not believe that the development of local or area hou.sing 
delivery systems will jeopardize private contractors; we tliink the opposite, 
that It will result in an upsurge of building activity in small towns and rural 
areas, redounding to the benefit 'of all of the people, particularly the building 
contractor and supplier. But for some reason this appears to be utterly incom- 
preliensible to HUD. 

Tho Need For Neio ApproacJics Outside USDA And The Toi'ccr Of Bahel (HUD ) 
We are increasingly convinced that if any dramatic progress is to be made in 
providing small town and rural people with decent housing and modern water 
and sewer facilities as well as community facilities like day care centers and 
other community buildings, that it must be done by an entirely new agency, an. 
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iiulependeiit agency with no ofticlal ties to either the Department of Agriculture 
or HUD.* 

Our experiences make us very dubious about the old agencies. Tliey indicate 
that it is possible that the Congress should create some new agency, possibly 
aloiig the lines ot S. 2S07 and H.R. 11974, creating an Emergency Rural Housing 
A^dinini strati on. This or some equally dramatic action would constitute an open 
affirmation of the intent of the Congress to solve this problem witliin a fixed 
period of time. 

Summary Of The 'Emergency Rural Homing Administration 

Any person is eligible for service who lives or dosii-es to live in a rural area 
or community and who cannot .secure luinimum lionsini? facilities by any other 
means within two years. Rural area is defined as any "open country or any place 
outside a standard metropolitan statistical area," and small community is de- 
fined as a town of 25,000 peox)Ie or less. 

The ERHA would he an independent agency ndniinistered by a person ap- 
pointed by the Prosidont and npprovetl by the, Senate. He would be instructed to 
accomplish his task in 5 years. The Adminlstrntor would be authorized to Iiire 
employees without re^^ard to the civil service laws, to enable Iiim to involve low 
income and minority people who are qualifietl but cannot breach the Civil Service 
barriers. 

The agency can lend money to buy or rehabilitate houses, for ownership or 
rental. It can lend money at one percent for ownership and postpone payment on 
half the principal. No eligible person cnii be required to pay more than 20 percent 
of his adjusted income for principal, interest, taxes and insurance but a family 
may pay more if it desires in order to be eligible for a loan. (Adjusted income 
is total income less 5 percent, less $300 for each member of the family and less 
$1,000 for any disabled or mentally retarded member.) 

*TUe agency can buy land and develop it for housing. It can finance rental 
projects, water and sewer and other community facilities. In rental projects, no 
person will be required to pay more than 25 i>ercent of his adjusted income for 
the total cost of rent, heat, water nnd electricity. 

Any family renting from the agency will be permitted to buy the property 
whenever feasible. 

The Administrator may enter into "area responsibility agreements" , with any 
local agencv, meaning tliat a local agency can participate only if it agrees to meet 
the total need in its aren. Tlie ERHA may furnish supplemental assistance to 
other programs, for example, it could supplement public housing or Farmers 
Home subsidies. * , , 

A dramatically important section provides that no eligible person sl^all be re- 
quired to relocate to facilitate economic development, meaning that no person ean 
be forced to move to please some planner who believes he should live somewhere 
' other than where he wants to be, marking a pause if not not an end to the 
propaganda for forcing people into so-called "growth ceiiter.s". 

The law would require that houses be built to last oO years with minimum 
maintenance costs and that the plans for housing and location shall be "devel- 
oped with the active participation" of the people to be .served. The Administrator 
is rerpiirod to provide for the people with lowest incomes first, and provide them 
with liome ownership whenever possible as opposed to rent.* 

The fimiucing of the i)rogram is in marked contrast to most other programs 
which involve expensive subsidies to private lenders. Under this program, con- 
struction would be financed with Treasury creclit wliich is far cheaper than 
private iiitorest subsidies. The Congress -would appropriate .?n00 million a year 
(less any repaid fvuids) to finance administration and the retirement of debt to 
the Treasury. 

If such a bill were enacted, it should take us far down the road. Ihere are 
otiier measures needed. The Congress is going to hnvo to face up to reforming 



«:^rr ChfMrmnn T do Dot boliovo that bipnoss (privnti^ or public^ nioansj onioioncy or 
promo toH aomocnicy. Tho trend for yon rs bns boon to oon.^oluln tc one I« iMlonvl nironcy n f tt^r 
anotbor into tho mnior rtopMrtmonts nnd nnothor sncb dnvo is rnrrcntly nndorwny. HUD 
^nS HEW arc T of Rnbol. fnr too hi- and full of difCoront if not conniottn^ mterosts 

for ofTortivo administration. Tho Bopartmont of AffricnlturG Is pverwhelmlngly the Depart- 
ment of -Virri-r.n?inos5? nnd tho non-airribiisine.^s ncrencies fret the hind tit year after year. 
Ono oommontntor rooontly snid that if the trend tow.ard ronpolidatlon continijos iiltimately 
wc AVlIl have only one Federal Department and then the President can abolish It and do 
the piipor work- in the Whtto TTons-o. or. T wouUl add. c»ontrao^out the rodornl frovornmont 
to ono of the handful of blp corporations who are rapidly achieving the same degree of 
concentration in tho private sector. I sn^^^ost tliat It Is time to break up the big ones, In 
and out of government. 
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the tax system which ro.sts far too houvily on low income people, particularly 
state and'local property tuxes. It should lonj? since have taken steps to recapture 
a large percentage of all unearned increment on land to put into a land banking 
trust fund to lower or subsidize the cost of land for building sites for liome, pub- 
lie facilities and parks The least you ."an do is «top subsidizing land specula- 
tion with capital gains privileges, but it would be far better to capture some of 
tiiose gains for a trust fund. 

The solutions we tliought we had to the housing problems a generation ago, 
and even more recejitly, are obsolete, made ineffective by time and vested interests 
and the changing nature of our economy. It is time for some new quesLons and 
some new answers. 

a'lie future of rural areas and small towns are going to be very closely related 
to their ability to seenre adequate decent housing, water and sanitation faeiiities. 

We commend you for pressing ah inquiry into these problems as a means of 
eliciting ideas and focussing attention on them. 

Ml'. IVLuczY^rsia, Let the CJiair make an anuoiuicej-nent. 

Tlie Chair has just been informed that J, Edgar Hoover died in his 
sleep last niglit. We arc all sorr}' to loarn of this, jNIr. Hoover has done 
a wonder fnl job. 

]\[r. ("ochrau, we want to thank you for tliat wonderful testiinon3\ 
AVe are ]')roud to have you. AVe all know* you are doing a wonderful 
job arid we [ire happ}' to have your testimony. 

You .speak of creating a new agency for rural America. Don't you 
think that tlie problems of rural America can be solved by our present 
agencies ? Do we have to create a new agency ? 

Mr. CociJiLvy. Well, i\Ir. Chairman, I think as far as public housing 
is concerned, if there were a I'eal ofi'ort on the part of HUD or some 
other agency, even including OEO, to push tliat program, and if it 
weren't for that half billion dollar bacldog of applications, public 
housing might be made to work. I think public housing could and 
should be used in a lot of innovative ways. But outside that particular 
area, you have to turn to private loans, subsidized loans. In that area, 
neither the Congress nor the AVhite House has shown any disposition 
to rev up the old agencies and i:>rovide them with adequate fimds and 
make them function. There is usually so much resistance to the changes 
that arc brought about within the agencies that we sometimes think it 
would just be better to turn over a new leaf and assign somebody the 
jx^b of going out there and utilizing all of the tools that are available. 
You do not abolish Farmers Home, you do not abolish public hous- 
ing. But hopefully, if there were enough support for a really new ap- 
proach, there w^ould also be enough support to provide the housing 
assistance agencies with enough funds to meet the requests coming in 
out of rural areas. We would like to see a kind of wliole-istic approach 
to the prol^lems of the rural areas, rather than seeing agencies scattered 
all over the lot and nobody carrymg through or taking on the whole 
]:)roblcra.^ 

Mr. IvLTJGZYXSia. I guess that is the purpose of the legislation 
now pending m Mr. Chet Holifield's Committee on Govermnent Op- 
erations. 

Is that right. Mr. Corman ? 

Mr. CoKMAX. Yes sir, I believe that is one of the objectives, 
ISIr. Kluczynskx. I understand that bill will be out in the next two 
weeks, and of course, it may strongly affect the Public Works Com- 
mittee, HUD already has a* lot of their own problems with building 
homes and everything. I am curious as to how they are going to build 
roads. 
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Mr. Cochran. Mr. Chairman, do you really believe that making 
the government a^geuoies bigger and bigger and bigger is gomg to 
make them function better and better and better? 

Mr. KltjCzynsxi. Xo. I have* been around long enough to know that 
Avhen we create a new agency with only 50 or 100 people, in 2 or 3 yeare . 
time, there are 20,000 to 30,000. Then we have to put up a new building. 
That is my experience with the Federal Govenunent. You can believe 
me when I say that. 

Mr. Cochran. They didn't function better, did they? 

Mr. Kltjczynski. I do not think so, no» Absolutely not. 

Mr. Corman, any questions? * , 

Mr. CoRM.\N» Thank you, Mr. Chairman. 
I certainly appreciate the testimony. 

One of the things I have been confused about and I wonder if you 
would have any accurate statistics as to taking cities or towns of 50,000 ^ 
or less. ^^Hiere do most of the people live who live in towns of that 
size? Do they in truth live in scattered rural areas or do they live 
in metropolit^ui areas as merely fragments of local government? Do 
you have any figures on that at all ? 

Mr. CocHKAN. None I can conjure up. State that again briefly for 

Mr. CoRMAX. Take my own district. I have a city of 20,000 people. 

Now, my district is a suburb of Los Anj^eles. Those 20,000 people 
live in a very dense metro area. We have 78 cities in our county and 
a groat nuir oer of them are 50,000 or under. It seems to me we make 
a mistake when we start trying to legislate relating to the size of the 
city and think that we are extending aid out into the hinterland, where 
yoii have a city of 25 to 50 thousaud and you have a little breatliing 
spell of 10 or 20 miles, ajid theii another city. Because most of these 
cities, I believe, are clustered in counties like Los Angeles or Cook or 
some other place around the country.- 1 did not know if your organiza- 
tion had anv statistics. 

Mr. CoGHK AX. Lot us talve a loolc at it, but one of tlie things I skimmed 
over in my speech iiere was when HUD and the USDA set up that task 
force a: couple of years ago to look into their sendees in rural areas, 
they drew a line at the same j-^oint we have over the years. That is 
25,000, because that is the town, not a nice little prosperous subiirb 
of Los Angeles w^here ITUD's insured loan programs do not function ^ 
too well, because the lending institutions are not there. But however 
you draw that line at 50 or 25, how many are really a part of megalop- 
olis, I do not know. 

Mr. CooiAN. At either level, I would be interested in your findings. « 
(Additional materials submitted by Mr. Cochran follow :) 

While Farmers Home Administration legislative authority extends to towns 
of 10,000 and below, internal re^ilations provide that no such town can be 
.•s-erved if it is associate<l with a metropolitan or non-rural area. The regulations 
are included in USDA-FHA Administration Letter 54(444), dated May 3, 1971. 

Two factors determine whether or not an extension of authority to 25,000 
will significantly affect the ability of Farmers Home .nnd of the subsidized 
housing programs to reach an unserved x>opulation : 

(a) can freestanding '•niral'^ towns of 25,000 or less be served by existing 
programs? Our testimony and our experience indicate that because of the spnrse- 
jiess of lending institutions and available credit in these towns, tUey cannot 
use HUD programs, other than public housing. 

(h) Mr. Gorman's question precisely, are there any people in freestanding 
(not suburban) towns of less tlian 25,000? We attempt to supply some evidence 
that there are indeed. 
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The statistics wouUl imply tJuit wlien a state is higlily urbanized, such as 
California or Now York, tlio assumption that most towns of this size (10,000 
, to 25,000) are suburbs is well-founded. But in other states with few metropolitan 
centers, more than half the tow^ns of this size are freestanding and serve rural 
areas. And in states with no real metropolitan area, virtually all the towns 
below 25,000 i)opulation are rural in character. But even the large urban states 
have a sizeable numbtir of these towns, and a sisseable population in them. 

( Statistical table follows : ) 

SURVEY OF 9 STATES INDICATED THE FOLLOWING FIGURES FROM THE 1970 CENSUS OF POPULATION 



Towns of 10,000 to 25,000 



Within SMSA's(not 

Outside SMSA's (rural) urbanized) Within SMSA's (urbanized) 



State 


Number 


Population 


Number 


Population 


Number 


Population 




. 14 


198.891 


2 


25,058 


5 


• 83,135 


California 


19 


286,475 


21 


317,797 


104 


1,762,150 


Florida _. 


19 


256.402 


4 


59,267 


33 • 


■ 572,025 




11 • 


144^301 


4 


50,940 


16 


283. 528 


New Yori< 


19 


295, 876 


5 


79,994 


- 84 


•1,314,796 


South Dakota 


5 


66,629 


0 


0 






13 


189,240 


4 


• 60,499 


3 


46, 510 


Washington. ... 


13 


' 202,833 


0 


12 


211,759 




10 


149, 546 


1 


16, 555 


19 


290,807 



Note: The 1st column was compiled for 25 other States as well. In these 34 States alone, there are some 363 towns of 
10,000 to 25,000 population outside metropotltant areas, with a total population in these towns of 5,430,355. 



Mr. CoK^iAX. Another thing I want to ask; it seems that we started 
the theory of farm subsidies to preserve the small family farmer. But 
I know one of my former consiituents, Jolm Wayne, gets about a 
third of a million dollars a year, and he does live downtown. I am 
wondeiing if the family farmer Avould not be better off if we just 
did away Avith that oixiration altogether? Because at least his big 
competitor Avoald not nave his hand up to liis elbow in the Federal 
till. 

Ml*. CociiKAJs^. Well; over the years, coming out of a basically rural 
community, I was always sympathetic to the idea of ti-ying to create 
some kind of parity of income between rural people and urban 
people. But it was obvious to me by the late thirties — I was sitting in a 
migratory labor camp in the Rio Grande Valley — that the price 
support program was expelling the tenant and sharecroppers in vast 
numbers. It was redistributing population, not income, except up- 
v; a L*ds to the landowner. 

Over the years, I was always a supporter of something along the 
lines of the feraiinan plan so that Ave could put a floor under the prices 
of farm income up to a ceitain point and then, if the big ones are 
really that efficient, let them go. If they cannot produce without the 
support, then let them sell their land back to people who can. 

We not only had a wrong-headed price support program, but you 
from California Ioioav that for a Avhile there after the Avar, atc Avere 
bringin£^ in a half million braceros a year to beat dovni Avages, Avliich 
meant tliat the farmer who hired little or no hired labor was at a 
terrible disadvantage compared to the man who Avas enjoying an 
enormous subsidy. The discrhnination has been there in many areas 
including the social security progi*am. For 20 years, we have talked 
about saving the family farm and in one Federal program after 
another, Ave haA^e imdermined it. 

Mv. CmncAX. I am Avondering, if farm labor attains the same 
strength that industrial labor has, that maybe that is our final answer? 

48 
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In other words, thay arc going to lia\''e to negotiate for their living 
standards with agribusiness, but if they are in a position to do it 
from a position of strengtli, tlien maybe the farm laborer has a 
decent living and a lot of people might rather be out there on a 
harvester than sitting in a plant screwing on bolts. But if he is 
going to get a dollar an hour on the combine and $4: an hour in tlie 
factory, he is going to opt for that second job. 

Mr. CocHUAN'. Unless we contrive to give them some tax alloAvances 
or something to offset — 

Mr. CoRMiVN". Oh, goodnesS; Why don't we take away all those tax 
allowances we have given those other folks ? 

Mr. CooHRAiS'. I was being sarcastic — I am with you. 

Mr. CoRMAic. I think we have been meddling too much with free 
enterprise with all these tax incentives. We ought to get out of that 
business and let that hardheaded businessman put his money where 
it will do him the most good without all this artificial tax incentive, 

Mr. Cochran. I am for it. We have jnst carried the use of the tax 
system — we just hardly have a tax system, anymore. We just have a 
system of tax subsidies. That is one reason the Federal Goveriunent 
cannot finance the things it needs to do. We are busy subsidizing some- 
wher-e alt the time with funds that ouglit to be going into the Federal 
till to be used for social services. •! have no quarrel with your view. 

Mr. CoRiNLVx. I appreciate your observation and could not agree more 
with it.^TJiank you. 

Mr. CocTfRAN. Thank you. 

Mr. KiiTJCzvNsivT. Do you have any questions, Mr. Stanton? 
Mr. Stantox. Just one question. 

Mr. Cochran, we are in the process of marking up the housing bill 
on the full Committee. Have you been following that ? 

Mr. CooTm.vx. We have tried to, in the House committee, yes. 

Mr. Staxtox. There was a title 5 in the bill for a long time which 
would give local officials more say in where to ]Dut the real Govern- 
ment subsidized program. Today, as you say, public housing, as such, 
has a backlog, and. as Ave know, needs more money, but the big empha- 
sis has been on 235 and 236. There was some discussion of a title 5 in 
which local authorities would have more control over where these 
.^c^vs wen^Bi4 your organization take a stand on it? 
^' ^ Mr? CooHRAx to Mr. Brown) . Are you familiar with this ? 

Mr. Browx. No. 

Mr. CooHRAx. We are just ignorant on it. Title 5, we normally think 
of as the Rural Housing Act. Is this another title 5 ? 

Mr. Stantox. Jfo, it would not directly apply to rural housing, be- 
cause it was an attempt by some of us on the committee. Today, in 235 
and 236, you have a combination of big builders and a FHA local re- 
gional director who determine where subsidized housing is going. 

Mr. CocitR^vx. Well, we are veiy interested but igiio rant. Maybe we 
can get back and learn something about it. 

Mr. Staxtox. J. am just curious. 

Thank you, Mr. Chairman. 

(The information follows:) 
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Suggested A^lK^'^>MI!JX'l's to Trrr.K Y oe the IJousing Act of 10-19 
(as A:m ended) 

sections' 501 

501{a)(.l) after "Virgin Islands," insert ''and the Trust Territories and 
Guam,". 

501(a) (Jf) (B) insert after last word "or if combined with a loan for improve- 
ment, alteration or repaii'S would likely cause a iiardship for the ai)plicant, 
and" 

501 (a) (J/) (0) after "thereof" strike out ", and" and insert in lieu tliereof 

' 501{a) U) (D) delete. 

501(1)) (2) strike out "Sections 502 and 50i" and insert in lieu thereof "this 
title". 

Add new Hection 501,{e) "Tiie Secretary shall e.stablish a system of appeals 
for applicants denied assistance under this title, insuring due process, and shall 
advise every i>otential applicant of the procedures of said system, in writing, 
in terms comprehensible to the applicant, at tiio time of tiie applicant's initial 
discussion with Farmers Home Administnition Personnel.'' 

Add new Sectioyi 501 (/) "The Secretiry shall facilitate the use of any federal, 
state or local program which can in any way be used to further the purposes 
of this title." 

Add new Section 501(g) "The SSecretiiry shall provide a system whereby bor- 
rowers under tliis title may make periodic payments for the purposes of taxes, 
in.su ranee and such other neces.sary expenses as the Secretary may deem appro- 
priate. Such payments shall be lield in escrow by the Secretary and imid out at 
tlie appropnate time by him for the appropriate inirposes. Such escrow accounts 
shall hear interest at tlie Sfime effective rate as tiie borrower is paying and such 
interest shall be creilited to tlie borrower's escrow account. The Secretary shall 
notify a borrower in writing wiien his loan payments are delinquent." 

SECTrON 502 

502(a) first sentence, after tlie words "with interest," where, they first appear, 
strike out "giving due consideration to the income and earning capacity of tlie 
applicant and his family from the farm and other sources, and the niaiutenance ^ 
of a reasonable standard of living for the owner and the occupants of said faim," 
and inserting in lieu thereof, "from income derived from any legal source,". 

502(1)) (i) after last word, adding, "provided that for any loan under this, 
title a member or an organization of an Indian Tribe or Nation living on lands 
held in trust or otherwise restricted, will be required to give only such securitj^ 
as he may have, if any :" 

SECTION 504 

50Jf(a) is deleted and in its place is substituted, "in the event the Secretary 
determines that an eligible applicant cannot qualify for a loan under the provi- 
sions of Sections 502 and 503 and that repairs or improvements should be made 
to a rural dwelling occupied by him, in order to make such dwelling safe and 
sanitary and remove hazards to the health of the occupant, his family, or the 
community, and that repairs should be made to farm buildings in order to remove 
hazards and make such buildings safe, the Secretary may make a grant or a 
combined loan and grant, to the applicant to cover the cost of improvements or 
additions such as repairing roofs, providing toilet facilities^ providing con- 
venient and sanitary water supply, supplying screens, repairing or providing 
structural supports, or making similar repairs, additions or improvements, in- 
cluding all preliminary and installation costs in obtaining central water and 
sewer service. No assistance shall be extended to any one individual under this, 
subsection in the form of a loan, grant or combined loan and grant in ex- 
cess of $4,000. Any portion of the sums advanced to the borrower treated as a 
loan shall be secured and be repayable within 20 years in accordance with the 
principles and conditions set forth in this title, provided that a loan for less 
than .$2,500 need be evidenced only by a promis.sory note. Sums made available 
by grant may be made subject to the conditions set out in this title for the 
portectioh of the Government with respect to c^Jntributions made on loans by 
the Secretary. 

7S-617 — 72— vol. 1 4 • ' 
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'}OG{c) strike out the words **furm housing" and insert in lieu thereof, "rural 
housing" wherever it appears in the subsection. 

. '506{(l) is deleted and insert in lieu thereof the following: **(d) The Secretary 
may carry out the research and study programs authorized by subsections (b) 
and (c) through grants made by him on such terms, conditions, and standards 
as he may prescribe to land-grant colleges* established pursuant to the Act of 
July 2, 1S62 (7 U.S.O. 301-308) or through such otlier private or public organiza- 
tions as he may select." 

500 (e) strike out the words "farm housing" and insert in lieu thereof, "rural 
housing" wherever it api)ears in the subsection. 



oOy insert after the words "concurrent resolution of Congress" each time it 
appears therein the following: "or during the period beginning after January 31, 
19.5.5, and ending on August 4, 1964, or during the Vietnam era (as defined in 
Section 101 (29) of title 38, United States Code) ". 

•507 third sentence insert before the period at the end thereof the following: 
"or era". 



50S(1}) is deleted and inserted iu lieu Ihereof is the toUovang : "(b) The Com- 
mittees utilized or appointed pursuant to this section may examine applications 
of i)ersons desiring' to obtain the benefits of Subsection 501(a) (1) and 501(a) (2) 
as they relate to tho siiccessful operation of a farm and may submit recommen- 
dations to the Secretary with resi)ect to each applicant a.s to whether the ai)pUcant 
is eligible o receive .such benefits, whether by reason of his character, ability, and 
experience, he is likely successfully to carry out undertakings required of him 
under a loan under tliose subsections, and whether the farm with respect to which 
tlie application is made is of such character that there is a reasonable likelihood 
that the making of the loan requested will carry out the purposes of this title. 
The committees may also certify to the Secretary as the amount of the loan." 

\ SECl'TON 510 

rjIO in.sert " (a ) " after ''Section 510.". 

510 redesignate paragraphs (a)-(g) as paragraphs (l)-(7) respectively. 

6.1.0 redesignate subparagraphs (1) and (2) of paragraph (3) (as hereinabove 
rede:signated) subparagraphs (A) and (B) respectively. Add at the end of 
a new suhHCCtion 5J0(?>) as follows "(b) That in any case in which a loan or 
grant i.s made under this title with respect to real property, any individual 
admitted to the practice of law in the State in which such real property is located 
. and regularly engaged in tWe practice of law in such .State shall be eligible to deal 
with the Secretary in «iJiy matter with resi>ect to such loan as legal counsel for 
he recipient of such loan. 



•'>l3 is deleted and substituted in its place is as follows: 

•*S(K*. 5i?>. There is hereby authorized to - be appropriated to the Secretary 
fa) .such .sums as may bo necessary to meet payments on notes or other obliga- 
tions issued by Uie Secretary under Section .511 equal to (i) the aggregate of the 
contiibutions made by the Secretary in the form of credits on principal due on 
loans Tuade pursuant to Section 503. and (ii) the interest due on a similar sum 
re[)ve.sented by notes or other obligations issued by the Secretary; (b) not to- 
exceed 100.000,000 for loans and grants pursuant to Section o(H during the 
period beginning July 1. 1956, and ending October 1, 1975; (c) not to exceed 
$200,000,000 for financial assistance pursiiant to Section 516 for the period ending 
October 1, 1975 ; ( d ) not to exceed $5,000,000 per year for research and study pro- 
grams pursuant to subsections (b), (c), and (d) of Section 506 during the period 
beginning July 1, 1901, and ending October 1, 1975; (d) such further sums as 
may be necessary to enable the Secretary to carry out the provisions of this title ; 
and it) such sums as may be required by the Secretary to administer the pro- 
visions of Sections 2.35 and 236 of the National Housing Act" 



SECTION 507 



SECTION 508 



SECTION 5.13 
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SECTIO?f;520 : i* 

520 is deleted and substituted therefor Is as followls: ''As used in this title, the 
terms 'riirar and 'rural area' mean any place which is not contained within a 
Standard MetroiK)litan Statistical Area or nny open country, or any place, town, 
village, or city which is within a Standard Metropolitan Statistical Area and 
has a populatiou of less than 25,000 persons." 

SECTION 521 

o21{a) is deleted and substituted therefor is a new subsection as follows: 
'•Spc. r>21 {a)(l) Notwithstanding the provisions of Section 502, 504, 517, and 
515, loans to persons of low or moderate income under Section 502, 504 or 517, 

41 and loans under Section 515 to provide rental or coopierative housing and related 

facilities for persons and families of low or moderate income or elderly persons 
and elderly families, shall bear interest at a rate prescribed by the Secretary at 
not less than a rate determined annually by the Secretary of the Treasury taking 
into consideration the current average market yield on outstanding marketable 

^ obligations of the United States with remaining periods maturity comparable 

to the average maturities of such loans, adjusted to the nearest one-eight of 1 
per centum, less not to exceed the difference between the adjusted rates deter- 
mining by the Secretary of the Treasury and 1 per centum per annum : Provided, 
that such a loan may be made only when the Secretary determines that the 
needs of the applicant for necessary housing cannot be met with financial as- 
sistance from other sources including assistance under Section 235 or 236 of the 
National Housing Act : Provided further. That interei^^t on loans under Section 
502, 504 or 517 to victims of natural disaster shall not exceed the rate which 
would be applicable to such loans under Section 502 or 504 without regard to 
this section. 

"(2) When necessary In order to enable a person of low income to provide 
adefiuate housing and related facilities for himself and his family, the Secretary 
may make or insure a loan under Section 517 and paragraph (1) of this sub- 
section on terms which, with respect to a portion of the loan not to excess 
50 percent for Section 502 and 515 loans and 90 per cent for 504 loans, may pro- 
vide that such portion — 

' *^{A) shall bear Interest after but not before it becomes due under clause 
f B ) or is rea mortized under clanf^o f C) of this paragraph : 

"(B) shall become due upon expiration of the amortization period or upon 
full payment of the balance of the loan or in the event tliat without the 
Secretary's written consent or approval, the mortgaged property or any in- 
terest therein is transferred or ceases to be occupied by the borrower or 
default occurs with respect to any obligation under the loan or mortgage, 
whichever oqcurs earliest ; and 

"(O) on becoming due, may be amortized for payment of principal and 
interest in installments over a period not exceeding 33 years in the case of 
\ ^a Section 502 loan, 20 years in the case of a Section 504 loan, or 50 years 
in the case of a Section 515 loan, from the date of the amortization agree- 
9 ment, if the Secretary determines that" the borrower cannot obtain a re- 

financing loan from other sources upon terms and conditions which he could 
reasonably be expected to fulfill and that the amortization is reasonably 
necessary to carry out the purpose of the loan or to protect the Government 
against probable loss." 
* 6.11 i b) after the word "502'' insert .504". 

521 (c) strike the word "nonprincipal" where it appears. Stiike the words 
"interest due" where they appear and substitute in lieu thereof the word ''re- 
ceipts". 

SECTION- r)23 

o2S(h) (i) (7?) insert after "liereof ;" in la.st lino llioroof; Hio follo\vin.£r : "Pro- 
vided that, the Secretary may advance funds under this paragraph to organi- 
zations receiving assistance under (b) (1) (A) of (his section, to enable them 
to establish conTingenoy land revolving accounts. Such advances shall be non- 
interest bearing and shall be repaid to the Secretary at tlie expiration of the 
grant period of the organization :" 

523 if) strikes ".$5,000,000"-nn "Insert in lien thereof "$1.0,000.000." Strike the 
year "1073" wherever it appears and insert "1075" in lieu thereof. 

Add 71010 Section 525 as follows: "Sec. 525(a) The Secretary may Insure 
• ' titles to land which are otherwise uninsurable i)y private insurance companies 
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becaii.se of remote outshuuMnj^ oljvini.s or encumbrances to enable eligible per- 
sons holding sncli land to benotit from this title. 

(b) The Secretary may u.se fund.s from the Rural Housing Insurance Fund 
for purposes of this section. 

Add new Section 52G as follows: ''Sec. 52G(a). The Secretary may make 
grants to or contract with, puhiic or private nonprofit cori^orations, agencies, 
institutions, organizations, and other associations approved by him, to pay part 
or all of tJie co.sts ot dovoIopii;g. conducting, adminisiering, or coordinating 
effective and conii>n'lien.sive programs' of technical and suix>rvi.sory assistance 
which will aid needy low-income individuals and their families in benefiting 
from any federal, state or local housing program which could be used in rural 
areas as destined in this title. 

(b) The Secretary is authorisced to make loun.s to nonprofit organisations 
for the necessary expeii.ses, prior to construction, in planning, and obtaining 
linancing for, the rehabilitation or construction of housing, and the acquisition 
of land, for low-income families under any federal, state or local housing pro- 
gram which could be used in rural areas as defined in this title. Such loans 
shall be made without interest and shall be for the reasonable costs expected 
to be incurred in planning, and in obtaining financing for, such housing prior 
to the availability of financing, including, but not limited to preliminary sur- 
veys and analyses of market needs, preliminary site engineering and architec- 
tural fees, site acqnisition, application and mortgage commitment fees, and 
construction loan fees and discounts. The Secretary shall require repayment of 
loan.s made under this subsection, under such terms and conditions as he may 
require, upon completition of the project or sooner, and may cancel any part or 
all of a loan if he determines tliat it cannot be recovered from the proceeds 
of any permanent loan made to finance the rehabilitation or construction of tlie 
housing. 

. fo) There are hereby authorized to be appropriated for the purposes of sub- 
.socrutn (a), .1510.000.000 for any one fiscal year, and for subsection (b), .^20,000.- 
000. xVny amounts so appropriated shall renin in available until expended, and 
any amounts authorized for any fiscal year under this paragraph but not appro- 
pria ted may be appropriated for any succeeding fiscal year. 

(d) All funds appropriated for the purposes of subsection (b) shall be 
dei>osited in a fund wliich .shall be Icnowii as the Low Income Sl>onsor Fund, and 
which shall be available^ without fiscal year limitation and Ixi administered by 
the Secretary as a revolving fund for carrying out the puri)Oses of that sub> 
section. Sums received in repayment of loans made under this subsection shall 
be deposited in such fund. 



KxPLA^^ATro^^ of AMEXintENTS to Title V of the Housing Act of 1940 

SECTION 501 

501 (a) (J). Expands tlie authority of the Secretary of Agriculture to enable 
him to extend benefits under Title Y to the Trust Territories. 

501{a) (4) (B), (0), (D). AVould allow the Secretary to Refinance indebted- 
ness for eligible applicants when failure to refinance would likely result in the 
applicant's loss of his necessary dwelling or essential farm buildings and the 
debt to be refinanced is not held or insured by the United States ov any agency 
tlieroof ; or it a loan for improvement alteration or repairs is made, failure to 
refinance the prior debt would cause a hardship for the applicant. 

501(1)) (2). Extends tlie authority of the Secretary to make loans to owners 
of lea.seholds to all programs under this title. 

oOl(c). A new snb.section would require the Secretary to establish a system 
of appeals whereby an applicant denied assistance would-be afforded a due 
process hearing, 

601 if). A now .subsection v/ould require tlie Secretary to facilitate other 
federal state or local programs which, if u.se<l in conjunction with Title \ pro- 
graniSf would promote better housing in rural areas. 

501 (g). A now .subsection would require the Secretary to establish a system 
of escrow accounts to enable borrowers to better budget for the payment of taxes, 
• insurance, and other expenses. The Secretary is authorized to pay interest at 
„ the same effective rate to the borrower as the borrower is paying on this loan. 

The subsection also provides that the Secretary shall notify a borrower in writing 
V when bis loan payments are overdue. 
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SECrlOX 502 

50Z{a). Would reciulre the Socrctary, in dotonniniiig eligibility, not to dis- 
criiiiinnte as to the source of an applieant'.s iaconic. Words deleted by this 
ninondment are intended to eliminate the practice of viewing? a low-incoming 
person's housing needs as a residuum of higher basic needs. 

5()^{h). Autiiorize.s the Secretary to take whatever security that is available, 
if any, for loans made under this title to members of an Tnidun Tribe or Nation 
living on reservation land or similar land whicli is otherwise rcstrit:ted. 

SICCriON 504 

Expands the amount of a loan and grant or combination of the two .for re- 
habilitation under this section to maxinunu amount of Si?-t,000. it limits the term 
of the loim (with the exception of deferred principal payments under Section 521) 
to 20 years. It provides that loans of less than $2,500 need not be secured and 
?5houUl be evidenced by a prunussory note. 

SECTION r)0« 

oO() io) and {e). Exi)ands the Secretary's authority to carry out a program of 
research, study, and analysis of farm housing to include all rural housing. 

506 {(I). Expands the Secretary's authority to contract for researcli and study 
programs to any private or i)ublic organisation. 

SECTION 507 

Expands the authority of the Secretary to grant a "veteran's preference" to 
applicants nndcr this title to include veterans of the armed services during 
the Vietnam era. 

SECTION 50S 

50S{b). Re.striets the use of county connnittces, which primarily consist of 
farmers, to deter mlnCj the eligibility and amount of loans of applicants for farm 
ownership loans or oth,er loans dealing with farming operations. 

SECTION 510 

Would add to the arlministrative powers of the Secretary, the provision that 
anv licensed attorney regularly practicing law in the state where a loan or grant 
is inade under this title may act as legal counsel for the recipient of such loan. 

SECTION 513 

Increases from .$50,000,000 to §100,000,000 the authorization for direct loans 
and grants under Section 50-i and extends the authorizing period from October 1, 
19T3, to October 1, 1975. Increases from ,$50,000,000 to $200,000,000 the autlioriza- 
tion for grants under Section 516 and extends the authorizing period from 
October 1, 1973 to October 1, 1975. 

Increases from $250,000 per year to $5,000,000 per year for research and study 
programs under Section 506 and extend.«3 the authorizing period from October 1, 
1973, to October 1,1975. 

SECTION 520 

Would expand the jurhsdiction for aMtle V programs to include all areas out- 
.side a Standard IMetropolitan Statistical Area and any open county or places of 
less than 25,000 pers-ons within a Standard Metropolitan Stattstieal area. 

SECTION 521 

Would broaden and deepen the subsidy mechanism authorized by the Secretai-y 
for Section 502, 504 and 515 loans, insured under this Section, by allowing ui) 
to 50 percent of the loan for -502 and 515 and 90 percent of the loan for 504 to 
be nouinterest bearing and nonamortizable for certain period of years. This de- 
ferred principal would become interest bearing and amortizable for periods of 
33 vears for Section 502, 20 years for Section 504, and 50 years for Section 515, 
upon full payment of the norideferred portion of the loan. The deferred portion 
would also become due and payable in tlie event that the mortgaged property or 
anv interest in the property is transferred or cea.ses to be occupied by the bor- 
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rower or default occurs. Would provide that the Rural Housing Insurance fund 
shall be reimbursed by annnal appropriations by tlie amount that payments 
made out of the fund exceed receipts paid into the fund. 

SECTION 523 

523{b) (1) {JJ). Provides that the Secretary may provide loans from the 
Self -Help Housing Land Development fund wiiicli are non interest bearing to 
recipients of grants under this section who are providing technical assistance 
for Mutual-'Help Housing. Tlieso loans shall be repaid upon tlie expiration of 
the grant for technical assistance and arc to be used as contingency land revolv- 
ing accounts to enable the grantees to aetiuire land or options to land, and do 
preliminary development work such as engineering, surveying and otherwise * 
preparing docninents for development loans, or in cases of small development to 
do all development work witli such funds. 

SECTION 525 — A NEW SKCTION 

Would authorize tlie Secretary to insure titles to land using* funds from tlie 
Kural Housing Insurance fund which, because of remote outstanding claims or 
incuribraiice.s on title, the owner thereof is unable to acquire insurance from y 
private title insurance companies. ^ 

SECTION 526 A NEV/ SECTION 

526(a). Would authorize the Secretary to make grants to or contract with 
nonprofit corporations, agencies^ institutions, organizations, and other associa- 
tions to pay for the costs of providing programs of technical and supen-isory 
as'si stance which would aid needy low-income families in benefiting from any 
federal, state or local hou.sing program in rural areas. 

526(b). Would authorize the Secretary to make seed loans to nonprofit or- -^^-^ 
ganizarions for the purpose of covering necess^n•y expenses prior to constniction 
wliic'h would be recoverable from pernmnent financing on the project He is an- 
fcliorized to set the terms and conditions of such loans and may cancel any part or 
all of a loan which cannot be recovered froni the proceeds of any pennanent 
financing. 

52ff(c). Would authorize $10,000,000 for any one year under subsection (a) 
and §20,000.000 under subsection (b) and that any amounts appropriated shall re- 
main available until expended and any amounts authorized but not appropriated 
in any year may be appropriated in any succeecUng year. 

526 (d). Would establisli the Low Income Sponsor Fund for any funds appro- 
priated for u5e imder subsection (b) and proA^de that any funds therein shall 
be available without fiscal year limitation ami that sums received from repav- 
nient of loans from the fund shall be deposited in such fund. 

Mv. Klttcztxski. Would you introdnce your associates for tlie 
record? 

'^^v. OocrrKAx. Y os. David Raphael and Pliil Brown. 

KuiTOZYXSKT. Does (:ho oentlemnn from Minnesota haA'e any 
([ue'stioniH or comments? 

]Mr. BKROf..vxi>. Yes. thanlv you very mucli. « 

I AYoald like to inform my colleague from California and for the 
record Miat T can fhitly predict that'nexb year, Uiere is a group of us 
on the Comnrittec on Agriculture who will lead what may turn out to 
be the fiercest farm fight in 40 years. The fact is that about 30 per- 
cent of the fanners in tlie United States produce and sell practically 
e\^(M-yt]ving sold on the marlvct and receive the lions share of tire farin 
payments. TAyo-thirds of the farm citizens of this countr;\^ have been 
virtually ignored since the inception of the farm policy of tlie United 
States and ^yc intend to address ourselves to tliis need and introduce 
some basic changes that I think, Mr. Gorman, Avill cutoff John Wayne 
and his types at tlic pocketbook. 

ilr. Coch] an. I have a question. I am not familiar with the autlior- 
ites of HUD with respect to the financing of housing in tlie smaller 
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towns. Can you describe tlieir authority briefly? I am talking now 
about to\vns of under 5,000. 

Mr. C0CHR.VN. Right. If you omit public housing, basically, HUD 
has to rely on insuied loans. As a buyer you have to find a lender and 
do the paperwork and at some point in the process, FHA stamps, "we 
take all the risk out of this.-' But if that private lender is not there 
for you to borrow fi;om, FHA. cannot function. And that is the basic 
reason that tliey have never functioned much in towns of 25,000 and 
beloT^ and in rural areas. They are entirely dependent on the presence 
of the-privat^ lender. Whereas Farmei-s Home borrows money at the 
national level, sells its security at the national level, and that county 
supervisor out there can in fact moke tliat'loan as if he were 'a banker. 
He has coiitrol of money and can lend it to the family. 

These are the two principal differences: One is the central source of 
f vinds, so even though they are private funds and insui-ed by Farm.ers 
Plome, the lending authority is in the hands of the Farmers Home 
supervisor. 

The second vital difference, is that the FHA agent sits way off 
somewhere in another town, sits there as a guarantor and a remover 
of risk, and he can function only if some private lender is there pre- 
pared to put iip the money. But the Farmers Home supervisor is out 
there in the field — a fact of tremendous importance to people in small 
towns and ruml areas, because the -private lendei*s are not there. 

Mr. Staxtox. Y\\i\ the gentleman yield ? 

Mr. BT^1?GLA^^u. Yes. 

Mr. Staxtox. I might add another ciitierion to that. As you say, 
that goes back to political impact of the existing backlog. The nnnS" 
have gone where the most polillcal pressure, I think, was put to get the 
units. 

Mr. Cochran. You mean in 235, 236. 
Mr. Stantox. Well, any of them, almost. 

Mr. Cochran. You laiow, Farmei'S Home has a pro^rram comparable 
to the 235, the interest-credit subsidy. But they handle that in a nor- 
mal process of borrowing mone}^ at the top and putting it out at the 
local level. I do not know about the procedures on 235, but pi-esumably, 
they can only go where some private lender is Avilling to put them and 
where some private builder, probably on a fairly la rge scale, is willing 
to use them. So it is an invitation to what you imply. 

Mr. Bergland. Well, a problem has been called to my attention in 
the district I represent, and I am sure it is applied unifoi'irjiilly across 
the United States in that in some of the larger small towns, HTJD has 
financed buildings occupied by persons who qualify under the icnL 
supplement. They are residing in these apai.bMient-like sti^uctunis at 
Ji very nominal cost to them. Farmers Home has been restricted to the. 
much smaller towns and we ha.ve a number of projects whore they have 
financed housing, public housing, for the low income persons and qual- 
ify under this interest subsidy. I have an instance in 7ny district where 
the larger town has a HUD project and the cost to the tenant is f !'0in 
$20 to $40 per month, wliei^e 20 miles away, FHA was the only source 
of credit available and the cost to the tenant in that interest-subsidized 
project is $85 a month. There are pco]:>le in the Fai-mers Home fimincec!. 
profect, that are trying to get out of there and go into the bigger town 
because the rates are cheaper. This causes me great pain, because this 
means that eventually, that FHA-financed project is going to dry up 
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and pooplo do not want to stay there because tliey cannot afford it 
couipared with the HUD project some distance away. This tends to 
defeat the purpose, I think, that was intended when Congress enabled 
tills project, namely to allow people to live in a community of their 
choice, stay home. But this disparity causes people to drift into the 
biorger communities. 

ilr. Cochran. This is the result of the implicit bias built into the 
programs. You see, in this shoppin;^ list of new law I referred to here, 
wo have been urging change. The difference in those rents is the avail- 
ability of rent supplements, which go beyond the 236 subsidy and 
deepen subsidy Gongress voted it for the cities and did not vote' it for 
the small towns and rural areas; that is, did not give it to Farmers 
Home. 

The Senate bill includes rent supplements for Farmers Home rental 
loans for the first time. If the House goes along, wp. are going to elim- 
inate this one item of discrimination. 

Mr. Bergland, the Plonsing laws are shot through with this kind oi 
discrimination and nobody calls attention to them. It comes to your 
attention that people are encouraged to move out of a sinall toAvn into 
a bigger town becjiuse of a Federal subsidy. That is wrong. If the 
Federal Government is going to subsidze a family based on its income, 
that subsidy ought to be available from the countryside riglit up to 
ISTcAV York City. It m^ikos no sense to apply it in different ways in differ- 
ent geographic areas. But this is one of the things whicli the Senate 
bill Avill correct and I hope Mr. Stan tx)n can persuade the House com- 
mittee to go along and that can be corrected — especially if you can 
make it retroactive. 

^fr. Bkrglaxd. If tliere is anything I can do to help our colleague 
from Ohio remedy this matter. I will certainly give him all the sup- 
port I can muster. " 

Thank yon very mucli. Mr. Chairman. 

Mr. KltjCztnskt. Thank 3^ou, Mr. Cocliraii, you have been a great 
witness and it is. a pleasure to have you before this committee. You 
ha AT all the answers on your fmger tips. 

^fr. CocitRAN-. I wish Ave did. You keep digging for some, too. 

Mr. IvLTJCZYisrsKi. Fine. It is a pleasure. Thank you. 

The next Avitness is Mr. Eobert Maffin. ExecutiA^e Dli'octot' of the 
Xational Association of Housing and EedeA^elopment Officials. 

I fua liappy to have you Avith us. You may proceed as you desire. 

Do you have a prepared statement ? 

TESTIMONY OP ROBERT W. MAFFIN, EXECUTIVE DIRECTOR, NA- 
TIONAX ASSOCIATION OF HOUSING AND REDEVELOPMENT OFTT- 
CIALS, ACCOMPANIED BY JANE A. SILVERMAN AND CONSTANQE 
WHITTAKER 

^Mr. MiNFFTN. Yes, I have one. I belieAT. it has been submitted. 
Mr. Kr.rrzA'N'STCT. T)o you Avant to file it Avith the Committee for 
the record? 

]Mr. i [affix. I would be pleased to fde it, Mr, Chairman. 

ilr. Ivi.tr05r.YXSKT. Wovdd you introduce those beautiful ladies for 
the record so AA^e aa411 Io-ioav Avhom Ave have met this morning? 

ilr. Maffin. Jlr. Chai rraan, Ave have something of a disadvantage. 
I come Avitii a tAvofold disadvantage. One is that historically, at 
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least, otir Associatioiv bas not been clcai'ly identified Avith small towns 
and rural areas; and number two^ the two preceding gentlemen came 
with a good deal more wisdom and experience in this field than I. 
So I thought I would counterbalance that by bringing with me two 
YOA-y attractive ladies from our stafi:*, Mrs. Silverman and Miss 
Whitaker. 

As I said a moment ago, the JTational Association of Housing and 
Eedevelopment OflScials is an organization which has as its members 
individuals and public agencies largely engaged in housing and 
community development. This is as organization oriented toward 
urban and rural community development and reliabilitation and low 
and moderate income housing, and as such, of course, can speak with 
some experience as to the utilization of these programs at the small 
town and rural level. 

I think it is not often realized, for example, that roughly 55 percent 
Ox all urban redevelopment ]:)rojects in the country lias occurred in 
cities of under 25,000: about TO percent, a little over, in cities of under 
50,000. Ajid in the case of public housing authorities and public housing 
projects, if you will, over 80 percent of the communities engaged in 
this program are communities of under 25,000 in population. So in 
fact, both of these programs haA'-e been utilized by small towns b}^ most 
definitions. 

ISToM', one of the reasons for this, it strikes me — and my own experi- 
ence goes to a small towi in Oregon, the town of Sprijigneld, which I 
will refer in a nioinent as an example — -is thnt maji^' of the prob- 
lems Avliich confront the large urban centers are problems that exist, 
to be sure, on a different scale, in small towns as well. Let me cite the 
case of Springfield, Oreg.. and this is not an uncommon expericjict--. 

In 1950. Springfield had ])opulation of around 9 to 10 thousand, 
with a main street running along a Federal highway of 7 miles. Now. 
these very difficult and critical, physical structnre problems of small 
towns are not unrelated to the problems witli which this conmiittee is 
concerned; principally Avith respect to the impact on small business, 
but in fact the total qualit^^ of life in these small to\TOS. Man^^ of these 
communities ha,A^e seen fit to utilize, for example, the urban renewal 
program. Let's take again the case of Springfield, Oreg. 

In a tOAvn of something like 3 square miles in size, that town had 
very sizable area that was literally, physically isolated by virtue of 
changes in the land use pattern. But in that area Avas a substantial 
portion of A-acant land Avhich could be made a Available for housing. 
They used the renewal program to prOA-ide a linkage bet Ave en one piece 
of toAvn and the other and to provide sites for Ioav and moderate 
income as Avell as regular market rntn horisliii;, in addition to scAver and 
water, street lights, a public park and other facilities. 

Or take the toAvn, and I hesitate to use just Avestern examples — 
although my formal testimony recites examples in places like Monte- 
Addeo, Minn., and others — because I do come from the West. But take 
a toAvn like Merced, Calif. "\^nien Interstate 5, or old U.S. 99, Avas built, 
it was built just a short distance from the old 99 and the railroad and. 
liice some central California towns, there Avas a short piece of land that 
usually lay between the neAv higliAvay alinement and the railroad oi* 
old higliAvay alinement. In the case of Merced, they converted this land 
to industrial and warehousing use to serA'C the agricultural l^ase upon 
which the comnnmity rested. And thus, it seems to me, they provided 
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a ncAv lease on ccononuc Xife for that community. That stoi7 can be 
paralleled across the country in many of these small towns. 

The vei7 difficult physical structure problems brought about by 
changes in transportation, changes in life styles, changes in require- 
ments of housing stock and business location— all have, in some degree 
or another, had an adverse impact on the development of small towns. 
These programs, the public housing program or the Urban Eenewal or 
Commnnity Development program, have made some contribution to 
strengthening the vitality of these communities. In recent years, for 
example, in ftie urban renewal program, there has been a strong bent 
to turn that program into essentially a program which would provide « 
new housing sites. 

Now, for large cities, the need for commercial and industrial incen- 
tive programs, wliile very great, is not quite as critical as in the small 
towns. If you will look into the record of submission of applications » 
for these programs to HUD from small communities, you will find that 
a vast majority of them liave sought assistance for industrial and coni- 
mercial redevelopment. There is a very critical need in these communi- 
ties to provide a base around which the economic as well as the social 
life of the community can thrive. Urban renewal has been used and 
can be effectively applied in these communities. 

One of the things that occurred to me while listening to the testi- 
mony tMs morning is the possibility, the attractiveness, if you will, 
which small communities have to increasingly large segments of our 
population. I speak particularly here of the young people. Now, this 
may sound as though it is a peculiar twist on a set of facts, but it is an 
observation that I think has some merit. 

My own familiarity with the yoimg people, so many of whom we 
liave" from time to time seen as adversaries, are seeking new ways to 
express their creative talents and to be productive in a very complex 
society. The small town offers an oppoitmnty to enter into a threshold 
business, to utilize their creative talents. All you have to do is look 
around the Washington metropolitan area, for example. Go to Middle- 
h\\ri£, <ro to Boones\dlle. Harpers Ferry, Shepherdstown. Many of the 
communities around Washington are all linked in one way or another 
to this metro area, but each one of them performs a specialized eco- 
TcOmic function. Some of it is historical in terms of business activity, 
some of it is because some plnnt^; like the atmosphere of small commu- 
mty and their employees have housing to reside in. But others make 
tile clioicc to go there for very personal reasons, some of which are ^ 
related to the opportunity to get into business for themselves at a lower 
cost, utilizing existing facilities or even building new ones. 

It seems to me that one area that tlie Committee might explore is how 
effectively small towns might be a major base from which to attract 
and encourage the participation oft younger people, new people who 
want to get into business, and thus in fact contribute to the number of 
sound businesses while contributing to the development of creative 
talent in this country. 

My point in citing the communities around Washin^^on also bears 
on what I think is a very critical factor in the committee's delibera- 
tions and one with which we should he greatly concerned. In trying to 
cite the Middleburgs and Shepherdstowns and Harpers Ferrys and 
so foith or the. fi-aithersburgs, I am simply trying to indicate that 
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there is in fact a slron^ linlcago hotween. in economic association 
terms, the metro areas and the siiiall towns. In fact, we are moving in 
many directions: witness the emergence of regional housing autliori- 
ties our regional con-urbanizations as distinct from megalopolises. 
T}ie ]n*ogvams devised for the central cities or the urban centers arc 
not at all luirelated to the Iciud of programs that are available to the 
small towns, becaupe in fact, both socially and economicallv. these 
units — small towns and urban centers — are linlced together inextric- 
ably. So M'O would argue very strongly, Mr. Chairman, for this com- 
mittee to devote attention to the opportunities which small towns 
have for increasingly large numbers of our population, both as relief 
A-alves for the concentration of urban populations, and also in their 
own rifylit as a style of life in which increa.^ingly large numbers of 
tlie popula tion woi ild 1 ilce to partake. 

Rnt wc see tliese problems of small towns not distinct froni or, if 
you M'ill, contrary to. or antagonistic to problems of urban dcvelop- 
iuent. We see them movino; together. The comniittec, I would think, 
would find it very holf ful to explore the ways in which rural develop- 
ment programs and urban dcA^elopment programs can be linked to- 
gether. Some of them, for example, housing and comn-\unity develop- 
ment, in fact already operate in those environmeuts and have pTo\^en 
to bo a very useful tool. 

That is alL IVTr. Chariman, I will answer any questions. 

(The complete statement of Robert W. Maffin follows:) 

STATE>tENT OF HOTJKUT W. I^lAFFtN, EXECUTIVE DiHECTOK, NAa'IO^'AL AsSOCiATiUX OF 
HoUSTXC-r A>'D REDKVELOP.NrENT OFFICIALS 

Mr. Chairman and members of the comiiiittee, my i^ame is Robert W. Maffin, 
"Executive Director of the Nationnl Association of Housing ana Recl^velop- 
ment Officials (NAHRO), wbicb represents lonil bousing, urban renewal and 
code enforcement agencies and administrators in communities of an sizes 
tbrou^^hout tbe country. I am bere today to empliasizc tbe role which housing 
and community deyelopmOnt programs— particularly urban renewal — can play 
in revitalizing many of tbe nation's small towns to make them viable economic 
and social coinmnnitics. 

Many people perceive urban renewal and other programs administered by 
tbe Department of Housing and Urban Development as geared almost exclu- 
sively to tbe needs of large nietropolitan areas and. particularly, to the larger 
cities in tbcr^e areas. This is a di Extorted picture — HIJD-assisted housing pro- 
grams, particularly public housing, have long been a source of decent, safe and 
sanitary bousing for tbe lower income families in small communities, and in- 
ereajringly ir. rrcral arens, through county and regional bousing authorities. 
The number of county and regional housing authorities, which increased from 
P>R1 tr* 453 in 1071, Is a direct response to the bousing needs of small towns and 
rurai areas. Url-)an renewal has become an important tool for the redevelopment 
and revitalization. botb economic nnd physical, of many of our nation's small 
towns. A figure which might come as a surprise to the. nieiuljers of t-hi.s Con uVi it- 
tee is that out of a total of 9T0 comnniuities presently participating in the urb.m 
renewal program. 712 are located in cities of less than .50,000 population, and 
514 in communities of less than 2-5.000 population. The chart attached as Exhibit 
No. 1 £jives more detail on small com n nun ty participation in the urban renewal 
program. Also attached (Exhibit No. 2) is a chart which details the distribu- 
tion of local housing authorities by size of jurisdiction throughout the country: 
.^T ticrcont of all housiisg authorities are in communities of less than 25,000; 
and 2R percent of all liousing nnits. Both of these examples contradict the pre- 
vailing image that these ])rogram.^ serve large eity programs nlone, 

NAHRO's membership, traditionally oriented to recognize ''urban" housing 
and community development need?, has over the past few years become increas- 
ingly committed to tlie necessity for action in rural areas. In its Program Policy 
Re.'^olution Cor 19Tl-7)^ adopted in Oetol)er, 1071 the Associaton states: ""There 





Ls incroashiK roco^^iiiUon tli;it. our lioiijsinjr problem is not confined to the inner 
cities of our metropolitan areas . . . the situation of .uon-inetropolitaii jUneriea 
is as serious, or more serious, tluia that of urban America . . . both urban and 
rural America suffer from a lack of a national committment to make real the 
pledge of a decent home in a suit^able living environment . . . even with such 
a committment . , . the special needs and deficiencies of rural and small town 
areas will demand certain special responses . . . NAITRO charges itself with 
making a special place in the XAHEO stinieturo and services for rural luid small 
town housing and comnumity development needs, programs, and professional 
X^ersonnel." 

Expansion of activitj^ among small communities and in rural areas by housing 
and community development programs represents a new phase in the evolution 
of these programs, AVe are coming to a critical point of decision as to how to 
relate these programs administered by the Department of HUD with those hous- 
ing and eonuuiinity development programs administered by the Department of 
Agriculture, and other departments. The spread of population and tiie shifting 
of economic activity to new geographic bases, have erased easilj^-i den titled ter- 
ritories which can be labeled "urban" or **rnrai". Vve require the formulation 
of a "national development policy" whicli will link boUi "urban" and "rurar* 
development in a new relationship. NAELRO believes that one of the major tasks 
of the next few years is to identify the processes by which housing and coni- 
. m.auity development can be extended to all arens of the nation through co- 
ordinated policies and administration. 

iVlajor legislation pending before the Congress in 1972 illustrates the changing 
patterns of urban and rural community developnient programs affecting the 
small conununity. Under the legislation for "Special Revenue Sharing for Vrban 
Community Development," the allocation of community development fuuds un- 
der a formula, rather than on the application of an individual community, in- 
volves a new and in .some case.s, uncertain stiitus for small communities .seek- 
ing funds, both inside and outside standard metropolitan statistical area.s. 

Some snmll communities for example, now active in the urban renewal pro- 
gram, have access only to residual community development funds, after other 
allocations have been made. XAHRO is strongly advocating a continuing aceo.'^.s 
to community development funds for all sucli active small communities. In 
addition, pending legislation on "Special Revenue Sharing for Fural Community 
Develoimient" also provides types of community developnient assistance for 
■small conunhnities under dO,0()() ix>pulation; in Some cases, the same com- 
munities which are eligible for vrVan community development assistance. There 
are aivgto wing number of "couununity development districts" undertaking phys- 
ical development programs with federal assistanse, covering jurisdictions also 
served by urban renewal agencies administering community developnient pro- 
grams. These unclear relationships between programs must be analyzed and 
restructured into a unified efl-ort. 

The importance of resolving the relationship among the federal assistance 
programs is inade clear by Professor Tj. Henry, Director of the Center for 
the Study of Tjocal Govern ment, St. .John's University, St. Cloud. Minnesntn. in 
lur, ncVv book entitled ":>tIcropolis in Transition". Professor Henry links tlie 
survival of sum 11 couinuurities to their ability to use federal community devehop- 
nient a.ssistance: -Cities that do not talce advantage ol; federal and state pro- 
grams or fail in tlieir elTorts to do so may be doomed to decline. Those (hat 
show enough leadership to court federal programs and use them may prove to 
be tiie future growth centers in a revived countryside." 

Tlie primary foens of our existing Housing and Community Development pro- 
grams in smaller communities has been: (1) revitali/^atiou of liu,^ commercial 
eenl(U'; ('2) upgrading the iiousiug stock; and (3) provision of laud for in- 
dustrial development. In many com u) unities action in one area of community 
devel(>pment or housing luis spurred new development in other sectors of tlio 
local economy. In others, more com})rchensive programs have been used to ]n;o- 
vid*^' necessary relocation housing for those disi)laced from an nrbaji renewal 
area; construct new housing for all income levels of the population; reconstruct 
and redevelop declining fentral bus'in{'ss districts: rehaliilitate sound com- 
mercial and private structures; and coordinate the acquisition of hind for 
future Hidustrial development. 

To illustrate the adaptability and Ilexibility of the community develojnnent 
and housing nrocrrams in meeting the social, physical and economic needs of 
small towns, I would like to cite some examples of how these programs have 
been iitiliml and how they li.'ive effectively dealt with the urohlems of loss of 





57 



coimncrcial and incUistriurdevelopnient ; antiquated housing stock; declining tax 
base ; decreasing population and loss of job opportunities in small communities 
throughoi^t the country. i-r • i • 

These examples come from articles in our monthly Journal of Housing, and in 
particular the :Mav, 1972 special feature of the Journal on small communities by 
^frs. Jane Silverman of our Jonranl staff. The full text of this special Journal 
feature is attached us Exhibit No. 3 to our testimony. 

Harrison^ Ark. 

In 1901. Harrison, with a population of T,000, became eligible for immediate 
urban renewal assistance tlirou^rh a flood disaster that virtually destroyed the 
downtown area. The town began rebuilding, with the federal government pay- 
ing three-fourths of the net project cost. Rejuvenation of the prime shopping 
area brought about a sense of civic pride and stimulated tlie economy. Harrison 
building permits totaled $o,430,i)00 for 10C3 and 1904. The downtown tax base 
was increased and fire insurance premiums were decreased. {Journal of Housmg, 
No. 5. 1905) 
Monievkleo, Minn. 

Montevideo is a coiniminity of 0,000 pt-ople 100 miles sontliwest of Minneapolis. 
T^ntil tlie 1040's the city was the prosperous, center of a rich agricultural region. 
However, after the Second World War growth came to a standstill: its business 
center no longer met the modern needs of the area ; young people were migrating 
to larger urban centers; and, with a declining labor market, new businesses and 
small industry found little to attract them to the town. 

In the early 190O's the town's leaders applied for an urban renewal program 
wliich was developed, not jiiijt to renovate the old, but to oonjpletely reaesigTi and 
rebuild the town center. i. „ i 

The project was completed in early 1070 and the "Fiesta City Center has 
become the social as weH as commercial center for the town. Other develop- 
ments have taken place in conjunction with downtown renewal: rechanneling 
of the Ohipix>wa Kiver to provide more land f^r bu«iiif>Ks e.Npjinsion. a new track 
highway, an airport industrial park, a new county court hoiL-^e and city hall, 
a^w schools, new sewage disposal plant and a city-county therapy and re- 
hfibilitation center. , -, , i. 

The urban renewal program has also ,<=.i)urred new economic development ana 
investment. Electronic and machine parts industries have located In the town, 
bringing new jobs and new people. Area shopi>ers are returning and the town 
leaders are hopeful that many of their young people will find opportunities m 
their home area. {Journal of Mousing, No. 9, 1970) 
y dot on, NJ. 

Newton a town of 7,200, was confronted with a dual problem: an inadequate 
and deteriorating housing supply and a declining downtown shopping center. 
In the mid 1900's the downtown merchants attempted their own downtown, 
''renewal" effort which met with marginal success. Many of the problems en- 
countered were due to the lack of eminent domain, funding and technical skill. 
This initial effort created a great deal of interest in the urban renewal pro- 
gram and in lOOS the town received a $1,8 million grant from HUP for a resi- 
dential and commercial redevelopment program. 

f^ince housing is one of the most .serious problems facing the city, it has re- 
ceived top priorit^\ The city Avill develop 232 units of moderate and middle 
income housing on urban renewal land near the downtown shopping area which 
has -^oen spOMSut-ed by a nr.n-nrorit gruui» composed of local organizations. The 
city ^is also in Ihe final stages of completing a 100-unit Turnkey project ^hir^h 
will consist of SO units for the elderly and 20 garden apartments for familiefi. 
The project includes community facilities and outdoor as well as enclosed recrea- 
tion space 

The downtown area of Ncnvton will also be drastically changed by the urban 
renewal program. i ^ i 

New oftices for the local newspaper and county government nre planned and 
several businesses have been relocated into more modern and attractive struc- 
tures A major redesigning of the city's obsolete traflic pattern is underway as 
well as a 90-car parking facility which mil mak-e the downtown area not only 
more attractive but more accessible for area residents. 
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Napa and WUlou\% iUtViJ. 

Xilpii, a city of 3.'^.000 iioar California's ricli wine growing district, has nmde 
rapid progress in tueir coiiimnnity development program. Onlv 19 months has 
ehipsed troia tlie date of initial HUD funding in January 1970 to the date of 
sale or the first i^arcel for private redevelopment in August ]97l. 

Unlike tlie other cities discussed here, Napa's interest in urban renewal grew 
out of one major incident : tlie threat on t!ie part of the city's two major depart- 
ment stores to move unless the municipality provided more parking, a larger 
commercial area ai.vi a more attractive physical environment. Once tiie deci- 
sion to undertake an urban renewal program had been made, the city moved 
rapidly forward witJi the program. First year Neighborhood Development Pro- 
gram (NDP) funds totalled .$1.95 million; the second year the city received 
^2.2f> million and will be applying for $3.9 million next year. 

The first stage of Napa's NDP is concentrated in a nine-block area that will 
include a new facility for the two major department stores but also will pro- 
vide space for smaller siiops and 250 off-street parking spaces. Development of 
a mall for the Central Business Di.strict 1ms been programmed for iiiis vear as 
well, which will make the entire area a more attractive place for cominercial 
interest as well as shoppers. 

The CBD renewal techniques undertaken in Napa are being tried in Willows 
(population 5,000) which recently began construction of its downtown mall in 
a project encompassing two city blocks. The one million dollar project will 
include 100,000 square feet of commercial space, free public parking and an open 
air, landscaped public plaza. 

Beacon, N.Y. 

Beacon, New York (population 13,000) found itself bypassed bv the techno- 
- logical advances of the 20th Century. The community, about 60 miles up the 
Hudson River from New York, had been an active riverport and industrial 
center in the late 19th and early 20th centuries. A.s rivers ceased to be a vital 
link in the nation's commercial network and as new and cheaper labor markets 
opene<l up elsewhere. Beacon's fortunes began to decline. The completion of 
Interstate Highway S4., which bypasses the city, threatened to cut Beacon totally 
out of the economic mainstream. Further, suburban areas near the city were 
growing rapidly and siphoned off many industrial and commercial tax ratables 
As Beacon entered the lOCO's, it was confronted with an obsolete housing stock, 
a declining economic base, and growing social problems. 

Realizing that Beacon could only pull itself out of economic decline through 
massive investment that only HUD could provide, the city embarked on its 
first renewal program in the mid-19(>0's. The provision of adequate relocation 
housing for the residents of the urban renewal area has been the major 
empha.sis of the program to date ; with the development of 900 new housing 
units in various stages of completion and planning. 

Although new housing is the corner stone of the renewal program. Beacon has 
mapped out ambitious industrial and commercial redevelopment plans. An indus- 
trial firm that ha^ been in the city for many years recently moved out of its 
antiquated plant into a_modem, enlarged structure under the auspices of the 
ro-ewal prograis. The city is also trying to refurbish its downtown and make 
it competitive with outlying shopping areas through increased parking space, 
street improvements, and more sites for stores and offices. The key to the down- 
town renewal plan is a new access road linking the city to the interstate 
highway. Plans also include the development of park land and improved waste 
disposal systems. {Journal of Housing, No. 4, 1972) 
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EXHIBIT NO. 2 

LOW-RENT PUBLIC HOUSING: NUMBER AND PERCENT OF PLACES AND HOUSING UNITS REPRESENTED BY LOCAL 
HOUSING AUTHORITY PROGRAMS, BY 1960 POPULATION OF PLACE, DEC. 31, 1970 



Places with LHA programs Housing units 



Population size group Number Percent Number Ptrcent 



Total 4.399 100 1,270.007 100 



1,000,000 and over 5 0) 191,547 15 

500,000 to 999,999 16 0) 163,223 13 

250,000 to 499, 999 31 1 173,957 14 

100,000 to 249,999 82 2 142,126 11 

50.000 to 99,999 164 4 134,769 10 

25,000 to 49,999 _ 257 6 112,011 9 

10,000 to 24,999 531 12 123,261 10 

5,000 to 9.999 516 12 72,715 6 

2,500 to 4,999 645 14 60,198 5 

Under 2. 500 2,151 49 96,200 7 



1 Less than 5 percent. 

[From Journal of Housing, April 1072} " 

S.vfAT.T. City, USA, Is Matcing News With Housing, Renewal, Codes, Model 

Cities Puogkams 

(By Mrs. Jano Silverman, Editorial Assistant, Journal of Housing) 

Even though thoy rarely capture the front page of newspapers or the prime 
slot on tlie 7 p.m. news report, small cities around the nation are making creative, 
often iimovative, use of rcnewitl, public housing, code enforcement, and model 
cities programs. 

According to Professor E. L. Henry, director of tiie Center for the Study of 
Local Govermncnt at St. .John's University near St. Cloud, Minnesota, there are 
more tlian 18,000 small cities — communities of 50,000 inliabitants or less — strung 
across America. The- Jouenal lias been receiving reports from many of these 
mrinicipalities about tlieir community development and liousing activities and 
this nrticlo features 10 examples of small city' programs 

A common theme hinds these 10 cities together and is echoed by Professor 
Henry, whose center lias produced a study of small cities entitle Aticropolis in 
Transitiofi. That message is: -'Cities tliat do not take advantage of federal and 
state programs or fail in their efforts to do so may be. doomed to decline. Tliose 
that show enough leadership to court federal programs and use them well may 
prove to be the future growth centers In a revived countryside." 

Each of these .10 cities has turned its future from decline to prosperity through 
tlie creative use of federal and state funds. Host of the entered the 1000s feeling 
the same social and physical burden.s as larger urban areas . . . albeit on a smaller 
scale: growing quantities of deteriorated housing, declining CBHs, obsolete trans- 
portation, even pollution and crime. These smaller municipalities were further 
hampered by the lack of two critical resources : staff and money. 

Their small :iCoS, iunvevcr, i> roved to be the greatest asset these cities had. 
The problems they faced, though serious, were more easily defined.. Pressure 
gi-oups were less sophisticated and interests not as diverse as in larger urban 
areas. At the same time, citizens could participate in X->1 winning and decisions 
through town meetings, task forces, and even word of mouth in a way impossible 
in a l)i,g city. As a result, the residents of these small communities were well 
informod and had a real stake in the outcome of their community development 
projcct.s. Finally, since government in "small city, USA" tends to he less monolithic 
and complicated, public officials can often bring a fresh approach to slicing 
through red tape and expediting programs through cumbersome bureaucratic 
machinery in federal agencies. 

The T>e])artment of Hnusing and T^rhan Development is recognizing Umt small 
eommunilios have distinct characteristics in dealing with federal programs and 
is evolving a set of policies to deal with this reality. HUD is now actively encour- 
aging small city housing authorities to hand together in regional agencies to hire 
staf? and resources and to work together cooperatively on tenant and management 
services. 

In 19G5, the Joubnai. published a special issue devoted to small city activities 
in housing and renewal (see 1965 Journal No. 5) and more recently has featured 
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stories about projects In such communities (see 1971 JouR^'AL No.' 6, page 284). 
Journal coverage is only one example of NAHRO's continuing interest in "small 
city, USA.'' The NAHRO 1971-1973 Program Policy Resolution set forth three 
proposals to reach rural areas and small towns (see 1971 Journal No. 10, page 
535). These prposals included "an administrative structure . . . geared to special 
rural needs," field staff; and a greater supply of mortgage credit for small city 
projects. 

The cities discussed In this article, located throughout America, range in size 
from 1300 to 35,000 Inhabitants and in character from suburban to rural. Their 
projects are as diverse as a public housing program using modular construction 
to a model cities economic development project concentrating on blueberry crop 
cultivation. They show a pulsing validity in Professor Henry's ''revived country- 
side." "Small city, USA" is giving a new dynamism to community progress. 

The Mexican-American community of Santa Fe Springs, a small city in Califor- 
nia, working first at odds with city hall and then hand in hand with it, have 
.sponsored a community center so successful that it is receiving national atten- 
tion. Like Hillsboro, North Dakota (see page 175), Santa Fe Springs has been 
cited as an All-America^ Cities award finalist, largely on the basis of its commu- 
nity facility. 

The citizens of Santa Fe Springs are now extremely proud of their $300,000 
center, funded through a HUD neighborhood facilities grant and completed in 
late 1969, They remember, however, that the building was once a .source of acri- 
monious controversy in the town. 

The story begins in 1902 when the city of Santa Fe Springs received a .survey 
and planning grant to develop a program for the "Flood Ranch" urea, the section 
of the city i)opulated almost entirely by Mexican-Americans — known as a ttarrio: 
After much study and many reports, Santa Fe Springs signed a loan and grant 
contract with HUD in 1967 and it was then that the controversy began. Sev- 
eral members of the community vociferously expressed their distrust of any ur- 
ban renewal plan. In the words of one citizen of the town, "they found it diffi- 
cult to believe that a government agency could work to their benefit." Specifically, 
the residents felt that the plan, which emphasized Dhysical renewal, especially 
housing, did not refiect any contribution from the residents themselves, nor did it 
necessarily an.swer their needs, which involved as much social as physical re- 
newal. They organized first within the 'barrio and then city-wids to change the 
redevelopment plan. One tangible result of these efforts is the neighborhood facil- 
ities building, now the cornerstone of the renewal plan. The center first operated 
in a temporary building and the city paid for the leasing, operation, and mainte- 
nance of the facility. In 1968, HUD approved the neighborhood facilities grant 
and the center was completed in November 19G9. 

The citzens recognized that to ameliorate their problems, social services were 
as necessary as bricks and mortar. The ncighhorhood center offers 16 different 
social, economic, educational, and medical programs. They include a manpower 
center ; a ciiild guidance project ; a youth clinic offering counseling and medical 
service to young people ; an information and referral center for other local agen- 
cies ; and an array of educational and recreational activities. 

The success of the neighborhood center has now moved the local residents to- 
wards a greater acceptance of the urban renewal plan. They have joiq^cl together 
for other causes now, including ecology, improved transit, and youth problems. 
The local citizens have endorsed the residential program for the area and many 
non-Mexican-Americans are moving in, integrating it for the first time. 

If the neighborhood center started out in controversy, the outcome has been 
much greater and more positive than the mere building itself, according to the 
mayor of the city, Ernest R. Flores. The main achievement, he feels, is an active, 
aware, and organized citizenry. Mayor Flores says: "In fighting city hall, the 
people of the harrio learned a lesson that the most expensive college education 
could not have taught them. They learned how to make the system work for them. 
They learned that not fighting city hall, but guiding city hall, moving city hall, 
using city hall, was the answer to the request for a better life." 

As recently as 1968, the citizens of Hillsboro, North Dakota, a tiny city of 
1500 inhabitants, had no street signs to guide the postman in delivering the mail. 
The town also lacked .sidewalk.s, curbs, gutters, and many other facilities in 
much of its residential section. 

That same year, the city began participating in HUD's code enforcement pro- 
gram, one of the smallest municipalities in the nation to do so. According to 
George D. Christians, the administrator of the code program, Hillsboro is "the 
only city in North DakoU to have a FACE program." Now street signs iiave 
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been installed and other improvements have been made,- so the postman's rounds 
are much easier. Just in time, too, for Hillsboro will be receiving a very impor- 
tant letter any day. Because of its FACE program and the city's volunteer ambu- 
lance service, the community has been named one of 12 finalists in the National 
Municipal League's All-America Cities Award competition. Santa Fe Springs 
i.s also a finalist in the contest, winners of which will be announced this spring. 

The mini-cityf incorporated in 1881 and located midway bebveen Fargo and 
Grand Forks, lacks many of the problems associated with a larger metropolis, such 
as air pollution and higli crime rates. Nevertheless, it shares other worries with 
its larger urban neighbors. One of the most serious is dilapidated housing. The 
city planning commission received funds to undertake a master plan under HUD's 
701 program in 1960 and the resulting document showed an accelerating growth 
in substandard housing, including a number of units without sewer and water 
facilities. ^'The improvement of housing became the primary objective of the 
community," according to Mr. Christians, **since the plan showed that this 
was our greatestproblem." 

A FACE program, funded for more than $500,000, was launched on May 1, 
1968 in the western area of tov/n, the .section thnt showed the mo.st blight. 
About two-thirds of the 246 buildings in the 36-block area showed some sort 
of code violation. Extensive inspections and reingpections were completed on all 
of the buildings and loans and grants were made available to residents for im- 
provements. In addition, the inspection team counseled home owners in con- 
tracting tor rehabilitation work and .in obtaining loans. When the program was 
completed in February 1971, the area showed substantial improvement and 95 
residential buildings had been rehabilitated at a cost of $200,000. 

HUD found the city's work so successful that it cited Hillsboro for an 
honorable mention in its newsletter. More important, the federal government 
funded the municipality for a second FACE program, initiated in December 
1970. To date, 54 of the 211 properties in the new 29-block area have been in- 
spected. The city will soon submit an application for an NDP program in its 
downto\>Ti CGiumorcial area. 

Public response to the eude program has been very enthusiastic, according to 
Mr. Christians. **Once the citizens became aware of the benefits, there has 
l)een a tremendous demand," he says, noting that before the second campaign 
was launched there were over 60 requests for inspections. **The nice part of 
code enforcement," he points out, **is that everyone benefits." 

All-America^ Cities awards are given to communities that make significant 
improvements through citizen action. The residents of Hillsboro. eager to improve 
and modernize their community, enthusiastically joined with oflicials In the 
code program and that is the key to its success, according to Mr. Christians. He 
.says: ''Regardless of the type of program, the federal government "will only 
be able to do a small part of what is required. The citizens of the community 
nuLst be willing to proceed with dispatch, vigor, and persistence if they are 
to reach their goals." 

MODtTLAR UXITS BUILT FOR ITHACA HOUSING AUTHORITY 

The liousing authority of Ithaca. New York (population 26,000), home of Cor- 
nell UniA'ersity, is using modular building techniques to develop a housing project 
that can be put up quickly and within HUD's cost limits. The 54-unit townhouse 
Turnkey development, built by Stirling Homex Corporation for $1,233,000 is for 
low-income families and is one of five projects in the city's ambitious public hous- 
ing program, according to David S. Armstrong, executix:^ director of the hous- 
ing authority. The city has gone far *:^wf!rris meeting it.« goal of 300 units, set in 
1965. Since the first Tunikt-y project of 10 iiuits for the elderly was bought by 
the authority in 1968, 275 units are in development and many have been com- 
pleted. The propjects are diverse: there is family and senior citizen housing. 
Turnkey and conventional, townhouse and high rise, modular and "stick" con- 
struction. They are stitched together by the city's scattered site plan to locate 
the projects in small groups throughout the community. 

Mr. Armstrong first became involved with modular housing in 196S when he 
attended several sessions on indu.strialized construction sponsored by Cornell 
University. A few years later, he hypothesized that modular units might pro- 
vide the answer to the authority's problem of bnilding low-income units within 
HUD'S statutory room cost limits. The authority announced that they would 
accept bids from hoth conventional and industrial housing firms for a projected 
54-unit project on Hancock Street, in the northern section of Ithaca. Three gen- 
eral contractors and two modular housing enterprises submitted bids and only 
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one, Stirling Homex, Avas within the prototype cost limits. Their bid was accept- 
ed in June 1970 but, because of further HUD budgetary Questions, negotiations 
were not closed for almost a year in March -1971. Occupancy is expected this 
spring. 

In addition to the modular apartments, the complex will also include a com- 
munity building with kitchen and meeting facilities, constructed by conventional 
building techniques, -designed by the Syracuse architectural firm of Sargent, 
Webster, Crenshaw and Folley. The apartments, designed in colonial style, 
include 28 three-bedroom and 26 four-bedroom units, Stirling Homex puts in all 
plumbing, electricity wiring, and fixtures on the assembly line and delivers the 
boxes complete to the site. In addition to costing less, construction on the site can 
be completed in about 90 days, according to the company. 

The Hancock Street project is only one of the authority's five developments. 
Two small Turnkey projects were launched between 1968 and 1971; the first, a 
10-unit complex for senior citizens, was acquired in June 1968; the second, 16 
apartments for low^-income families, was occupied in June 1971. In addition, the 
authority expects to complete its io-story higlirlse apartment building for the 
elderly this June and will begin construction of 30 more Turnkey units in April. 

•The public's reaction to the authority's activities has been mixed. There has 
beon resistance to location of the scattered sites in local neighborhoods. Appar- 
ently, residents fear a concentration of minority tenants near them and resent 
"that i)eople on welfare are going to live in those beautiful units," according to 
Mr. Armstrong. Public opinion about the new modular units has also been 
''sorted," he says, *'due to the lack of knowledge about this type of construction." 
To counter criticism, both the housing authority and Stirling Homex have come 
forward to try to explain to the public what modular construction is .all about. 
Mr. Armstrong hopes to persuade Ithaca citizens that public housing is only part 
of a general neighborhood conservation program that will include rehabilitation 
and code enforcement, too. 

Since the program first began, most of the icy public reaction has thawed. 
Mr. Armstrong attributes this success to a concerted effort and strong coopera- 
tion by the board of commissioners and the city government. As a result, the 
small city of Ithaca has a public housing program that much larger municipalities 
would be proud to sponsor. 

NEWTON'S URBAN" RENEWAL SOLVING HOUSING SHORTAGE 

The year 1972<u.\vill be an especially active one for the town of Newton, New 
Jersey. Thi.s springrthe small commuiiity of 7200 will complete construction of 
a 100-unit Turnkey project for senior citizens and low-income families. By the 
end of the year, the town expects to have broken ground for 252 units of uioderate- 
and middle-income liousing in the city's Mill- Water urban renewal project, ac- 
cording to Paul Busch, director of the city's urban renewal program. He also says 
that Newton will be well under way with its commercial redevelopment by the 
end of 1972. 

Newton still retains much of the old-fasliioned charm that dates from its 
original incorporation in 1S64. The .small city, which is the county seat of Su.ssex 
County in the northwestern corner of New Jersey, is clustered around a pic- 
turesque town square, nestled in the foothills of the Appalachians. The picture 
postcard quality of the town, however, has ma.sked some distubing trends : poor 
housing has increa.sed in the older parts of town and the housing market, especial- 
ly for rental units, has grown tighter. The downtown shopping area, even with 
its charm, is loj-iT^i; custoiuers to more modern facilities beyond the tow^n's 
boundaries. 

In 1966, the downtown merchants launched their own .self-help renewal effort, 
without the benefit of federal funding. Called Project 66, the businessmen re- 
novated five older commercial buildings. It was only a marginal success, accord- 
ing to Mr. Busch, becau.se the group lacked the power of eminent domain, suf- 
ficient funding, and technical skill. 

In 1967, the city decided to try ii different approach— the federal urban renewal 
program. That same year they received survey and planning money from HUD 
and the following year were funded for a 1.8 million dollar program that wall 
include both residential and commercial redevelopment. 

Housing, wlilcli is one of the most .serious probloni.s facing the small city, was 
attackrcl rrith gusto !)y Newton. On urban renewal land near the downtown shoi)- 
ping area, tiie city will develop 232 units of moderate- and middle- in come apart- 
ments, sponsored by a nonprofit group compoaecl of local organizations. The 5.6 
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tt.lUiou dollar project hixfi already received seed money from the New Jersey De- 
^lurtmeiit of Community Affairs and expects a mortgage commitment from the 
state housing finance agency within the next few months. The design of the hous- 
ing 'project retains the intimate quality that characterizes the city. Is four 
highrise buildings sit admidst clusters of townhouses on a site landscaped to em- 
phasize the sloping terrain and the small creek flowing near tlie project, A new 
street alignment will draw the project closer to the downtown area. The develop- 
ment will provide units at all income levels, thus serving a wide spectrum of the 
city's housing needs; middle-income apartments, financed through the state hous- 
ing finance agency; raodemte-income units under the fe<leral Section 236 program ; 
a share of low-income units, funded through HUD's rent supplement activities. 
One of the highrise towers will probahly be reserved for senior citizens ; the other 
apartments will be for larger families. 

The city's other housing effort is well under way, with the project expected 
this spring. It is a 100-unit Turnkey project developed by Leon Wiener Associates, 
The public housing development will consist of SO eflJiciency and one-bedroom 
apartments for the elderly in a highrise, surrounded by 20 town house apartments 
for families. The project includes community facilities and outdoor as well us 
enclosed recreation space. 

« Through urban renewal, the downtown of Newton will also get a new look. 
Several businesses have already been relocated into more modern premises. The 
town plans to build a tK)-car parking facility, as well as new oflJices for the local 
newspaper and the county government It will make major improvements In the 
obsolete trafllic patterns In the downtown area. 

Mr. Busch feels that one reason renewal has worked thus far in Newton is 
becau.se of the compact, efl!icient municipal government. He, for example, is both 
the executive director of the renewal program and the housing authority. The 
city is administered by a professional city map^>ijer. The town council, which 
serves as the LPA, consists of five elected non-ijartisan members who liave a 
strong rapport with the manager. According to Mr. Busch, "local politics is one 
of the greatest factors in determining whether urban renewal will work." The 
absence of strong partisan political pressure, he contends, is one reason why the 
program has been effective in Newton. 

Even though Mr. Busch is a full-time employee of the city, he has u.sed outside 
professional help extensively because of the complexities of the federal and state 
programs that are funding the towTi. He feels that most small communities, with 
limited staff, do not have the capacity to work eft'ectively with the many levels of 
public funding necessary to redevelop a town without technical help from spe- 
cialists in housing and renewal. The city's planning consultant, Alvin E. Ger.shen 
Associates, rewrote the urban renewal plan twice*, it started out as a conven- 
tional project ; was converted to an NDP ; and, because of lack of funds, reverted 
back to a conventional project. The firm has guided the housing program not only 
through HUB red tape but through difficult and lentghy negotiations with the 
state government. 

Newton's urban renewal and housing programs have taken several years to 
show results, largely because both HUD and the state government are more geared 
to serving big cities than small communities, according to Woody Jarmer, who 
represents the Gershen firm in Newton. Still, this small city has made an aggres- 
sive start in tackling its problems by using big city programs to serve small city 
needs. 



The housing authority of Fulton, Missouri has long been the leader in that com- 
munity for more and better housing. Xast fall, the authority completea 100 
new units, bringing the public housing total In Fulton to 174 ai">artments; now the 
agency is working with a no*- profit sponsor to develop moderate-income units. In 
Fulton (population 12,972), thte housing authority is involved with day care 
programs, health facilities, institutions, employment, even piarks and recreation, 
to promote improvements of all sorts in the city. According to A. Bruce Musick, 
the executive director of the Fulton housing authority and one of NAHRO's most 
articulate spokesmen for Small city housing programs, "the local housing au- 
thority does function as a dominant force in community-wide planning covering 
programs aimoci at foc-u.«;ing remedial action on the city's housing problems." 

li'ulton is a good example of a growing, prosiX'ri ng miorocity. It is the home of 
two colleges and two state institutions. It is far enough from big cities to be an 
independent entity ; close enough to them to be readily accessible. Fulton has a 
substantial economic base of its own. It has gained, not lost, population in the 
last 10 years. 



FULTOX HOUSING AUTHORITY ACTIVE IN LOC.\L PROGRESS 
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Like other microcities, Fulton is also feeling the piuch of big city problems. 
When the housing authority was first established 12 years ago, 34 percent of the 
city's housing stock could be classified as dilapidated or deteriorated, according to 
Mr. Musick. Most of this substandard housing was for rent, in sections of the 
town occupied by minority group members. Though new construction was flourish- 
ing, it was producing housing for middle- and upper-income residents. For the low- 
Income tenant In Fulton, housing was limited and the market was tight. 

Enter the housing authority, which was created in 1959, after community lead- 
ers urged a strong low-rent housing program. The authority started with 58 
units and added 16 more. Until 1971, it operated a total of 74 apartments in the 
town. ^ 

In the fall of 1971, the authority opened 100 more units, 50 of which were 
designated for senior citizens. The new project sits on land given to the municl- 
ptiUty by Westminster College and represents what is, in effect, a renewal effort 
by the authority. The site, which was once a clay pit and a garbage dump, has 
been developed into a public park and lake, financed by close to $75,000 In 
municipal funds. The public housing units flank the park in two groups. The 
project also contains a community center that is used for senior citizen and 
youth activities, In-servico training conferences for housing authorities through- 
out ttie state sponsored by tJie state department of ooiiim unity affairs, and for 
education and recreation programs run by Westminster College and local groups. 
Tlie center is sponsored by the city of Fulton and ad ministered by the local 
parks and recreation commission. 

Fulton's public housing units have been clustered in six sites around the 
city. Mr. Musick feels that the authority's conscious effort to select lots "in both 
undeveloiKKi areas and areas wliich were slum-like in charr.cte.r" has had "a 
tremendous impact upon the community ... in significant upgrading o£ surround- 
ing areas.** 

The housing authority has ambitious plans for the future. It is one of the 
major participants in a study of zuunicipa! services in a severely blighted area 
of Fulton. The study, financed by a private foundation, will map out an action 
program for the neighborhood. If the program is funded, the housing authority 
will iKK.'omo involved in developing day care centers, liealth facilities, job 
training programs, physical improvements, and park facilities. 

The authority is now assisting the Ecumenical Ministries, a nonprofit group 
in developing SO units under the PIUD Section 230 program. They are also work- 
ing hand in hand witli the Missouri Association o£ the Deaf to plan a retire- 
ment center in Fulton. The complex would contain a nursing home and housing 
units. 

The anthority has involved the public in its program from the very beginning 
when the agency was first established. Then, local leaders candidly made an ob- 
jective study oe the community's housing needs, which showed the necessity for 
an aggressive program. As a result, the Fulton housing authority has enjoyed 
strong community endorsement for its programs, including the support of the 
chamber of commerce, churches, municipal agencies, institutions, schools, and 
service clubs. ''It is this kind of community support,'* according to Mr. Musick, 
"that must be developed in a small authority if it is going to succeed." 

Mr. Musick feels that a small munici|>ality is often at n. distinct advantage 
over a large city in running a public housing program because "the social and 
economic fabric o£ a small community, generally speaking, is more stable than 
in the large cities.** He points out that in Fulton, "the tenant body is cosmo- 
politan." Even though all the residents are low-income, they represent a cross- 
section of the community. "Where thl.s is true," Mr. Musick maintains, "a smnll 
authority oi)erates at a distinct advantage." 

TWO CALIFORNIA CITIES UNDERTAKE CBD RENEWAL 

Two small cities in California— Napa (population 35,000) and Willows (poini- 
lation 5000)— are regenerating their downtown business districts through urban 
renewal. Their CBD efforts "could well provide the inspiration nec<led by other 
sum 11 cities to reverse the decline of downtown commercial areas," according to 
Ricliard A. Oliver, executive director of the Napa Community Redevelopment 
Agency. Both cities give plaudit.'^ to HTJD's interest and attention ; yet one is 
sharply critical of HTTD'.s policies towards .small cities, while the other is not. 

Napa, which is tiie gateway city to California's rich wine growing district, 
faced Imminent commercial decline in IOCS when the two department stores re- 
maining in the city threatened to move out unless the municipality provided 
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more parking, larger commercial area, and a more attractive pliysical environ- 
ment. Since 1905 tlie city had. boon toying witii tlie idea of a (lo\vnto\Mi moderni- 
zation prograia, recommended by planners and the local citizen advisory group, 
but it was not until December 1969 that an urban renewal plan, developed with 
701 funds, was unanimously adopted by the city council. Once the decision to 
become involved in urban renewal was talcen, Napa moved rapidly forward with 
its program : less than two years after initial funding, parcels were being sold 
for redevelopment and renewal was on its way. Tlie city applied for NDP funds 
for its first action year in the amount of 1.95 million dollars. The community 
is now in the midst of its second year of NDP funding, for 2.25 million dollars, 
and will be applying for a third action year allocation of 3.9 million dollars 
shortly. 

Napa lias now* signed leases with the two major department stores that had 
threatened to leave the area and ground was broken in the fall of 1971 for the 
construction of a new store for CaritherS; one of the major retailing tenants. 
The first stage of Xaiv>'« NDP project is concentrated in a nine-block area that 
will include not only new facilities for Carithers and its competitor, Mervyn's 
but space for smaller iihops and 250 off-street parking slots. The city lias also 
completed construction of the first portion of a semi-mall in the downtp.wn and 
will begin building the second section this spring. Deveopnient of a-CfuUrScale 
mall for the CBD ias been programmed for this year as well. 

City officials feel that the streamlined municipal government is one important 
factor in tlieir success. The director of the city's department of planning and 
conimunlty development is also executive director of the renewal agency. The 
cit3' council not only acts as the redevelopment agency, but also as parking 
authority and housing authority, too. In this way, there is a great deal of 
coordination between tJie city officials and agencies involved in Napa's redevelop- 
ment projects. 

Mr. Oliver also credits the involvement of the city in the NDP program for 
much of the down to \m renewal progress. As a result, Napa, has gotten its com- 
munity development program under way in an extremely short time span — only 
10 months elapsed from the date of initial HUD fimding in January 1970 to the 
date of sale of the first parcel for priAMte redevelopment in August 1971. Mr. 
Oliver feels that NDP "enabled the Agency to rapidly execute the first phase of 
redevelopment in the nine-block Action Area. . . . Such progress could never have 
been accomplished under the conventional urban renewal process." 

"Willows: The CBD renewal techniques being tried in Napa are being echoed 
in another small California city, Willow.s, which recently began construction of 
its; downtown mall in a project encompassing two citj'^blocks. The Mendocino 
Gateways Project, as Willows' renewal effort is called, will eventually involve \ 
more than one million dollars of fe<leral and local funds. It will include 100,000 
square feet of commercial space, developed by Art International of Sacramento; 
free public parking; and an open air, landscaped public plaza. 

In 1965, the citizens of Willows a.sked the state department of housing and 
community development to study and make recommendations for the city's im- 
poverished CBD. In 1J)CG, Willows created an LPA and applied for sun^ey and 
planning funds from HUD. In .Tune 1968, part one of their loan and grant applica- 
tion was approved. It was not imtil early this year that work began on the niall. 

Willows has proceeded Avith demolition in the down to wm area in a novel fash- 
ion. The division of fire service training in tlie California State Department of 
Education has been using the buildings for fire fighting practice for more than 200 
trainees, thus demolishing them at little cost to the city. 

The Willows project has taken more than twice as long as the Napa effort to 
get off 'the ground. Floren V. Boone, director of the Willows Community Redevel- 
opment Agency, feels that much of thi.s problem lies with PltJD. According to Mr. 
Boone, ''one of the great difficulties of the small communities is adapting to a 
program design eel for the metropolitan city.'' He feels that it is unrealistic to 
expect Willows to have the same proldems and to he subject to the same proce- 
dures as much larger cities, like San Francisco and Sacranien to.. Small communi- 
ties, he says, involve total renewal. Unlike larger uriian areas, it is difficult to 
isolate one small sector of blight for redevelopment. '*for what you do in any geo- 
graphical area has an overall efTect on the conua unity and its people." 

Between Willows and Napa lies a population spread of 30,000 people, and thi.s 
may account for the differences in -the administration of their renewal efforts. 
HIJD's definition of a small city is a -community of 50.000 inhabitants or less, but 
according to, Mr. Boone, ''there is less of a common denominator between the 
10,000 population and 50,000 population than exists between the 50,000 population 
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and 500,000 population of cities." He feels that HUD has been very cooperative in 
the Willows project, but points out "that alone is not the solution . . . small com- 
munities need a program oriented to their needs and circumstances.'' - 

HOPKINS, MIJfNESOTA, USES NEW RENEWAL TECHNIQUES 

Hopkins, Minnesota, a small city of 13,000,a0 miles from Minneapolis, is the 
first Minnesota municipality to use a technique for funding urban renewal proj- 
ects, passed into law by the state legislature over two decades ago. Called the 
'•local approach to urban renewal," according to Terry Novak, city manager of 
Hopkins, the idea enables a community to finance projects through tax increments 
instead of by lislng federal funds. Hopkins is also one of three municipalities in 
Minnesota to be given powders to declare land "development districts" for the pur- 
pose of renewal. 

The city has already financed a 161-unit, 11-story apartment building in its 
downtown using the tax increment concept. Construction of the 2.5 million dollar. 
Section 236 project began in April 1971. In Marcli of the same year, Hopkins broke 
ground for 2.2 million dollars worth of senior citizen housing. The city is now in 
the process of developing land in the downtown as a parking lot, \ising the (level- 
opment district concept. 

The tax increment funding legislation was promulgated in th-* Minnesota Re- 
newal Statute :MSA 462 as long ago as 1940 ; yet Hopkins is the first municipality 
to take advantage of the law. Tax increment financing enables a community to 
fund urban renewal through a source other than the limitetl federal dollar re- 
newal pool. The key is "tax anticipation borrowing," according to Mr. Novak. Bj;^ 
this he meaiLS that the redevelopment agency can "borrow money to finance th^ 
'write-down' and repay that money over a period of years from the increased 
proi>erty tax proceeds derived from the new development on the site." The local 
school district, which shares 65 percent of the local taxes, will receive the in- 
creasetl proceeds once the renewal bonds have been paid off. In the meantime, the 
city and tlie school district will continue to be paid the Uix revenues that they had 
been receiving before the improvements were made. 

Hopkins has use<l the tax i7icrcme7it technique together with a second tool, the 
(levelopmmt (fistrict, to accomplish its renewal goals. The a'lty, along with ^linne- 
apolis and Robbinsdale, was empowered to establish development districts by the 
1971 Minnesota legislature. Such areas are separate from federal renewal project 
designations and need not be declared blighted, an important psychological advan- 
tage, uccordinj? to Mrv^'ov^k- Ac^'ording to the law, cities can condemn land in 
designated development districts for i>arking structures, r)edestrian walkways, 
underground concourses, and si>ecial lighting systems. Hopkins is using its first 
development area for a parking lot to ser\'e the downtown business district and 
they are financing the project through Uix increment funding. 

Mr. Novak feels that these tools give Minnesota communities a valuable alterna- 
tive to the federal urban renewal program. Since renewal dollars are limited, tax 
increment funding enables municipalities to take advantage of a new financing 
source. It also frees communities from time consuming federal negotiations and 
approvals. According to Mr. Novak, if the city's Section 236 housing project had 
l)een funded through the renewal program, Hopkins would barely be past the s\»r- 
vey and planning stage now. Instead, they are well on their way toward a brand 
new building. 

AtODEL CITIES REVIVES RURAL GEORGIA COMMUNITY 

Alma, a tiny rural community of 3700 inhabitants on Georgia's coastal plain, is 
a model city in more ways than one. It is the smallest community in the nation to 
be chosen for the model cities program and. along with J^acon County, in which it 
is located, the only county-wide program in the United States. It was one of the 
first municipalities in the country to Sponsor a congregate ^lousing facility with 
public housing funds (see 1967 .Tournal No. 9, page 511). Alma not only has a 
model cities program but also urban renewal, neighborhood facilities, and public 
housing, not to mention funds from many non-HUD sources. The pun)ose of all 
this activity, local officials claim, is to reverse the town's declining population 
trend and to literally keep Alma's citizens "down on the farm." 

One reason local residents have been leaving this niral community is that eco- 
nomic opportunities appear greater elsewhere. If the Alma model cities program 
has its wav, that won't he true in the future. Capitalizing.pn the c»ounty s fertile 
soil, model' cities has granted ^25,000 to a local group, the Georgia Blueberry Asso- 
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ciation to develop 2000 acres for cultivation in Bacon County by 1980, This oro- 
lOlf ^t'p.n?"^^^^^t' I>^r^i^iP^tlng farmers up to $500 an acre In the fall of 
onn cn^"?^' I>evelopmentAdinlni3tratlon announced that it would provide 
^?,l"Pt^^^ent model cities funds for a 200-acre industrial parlc. In the 

rrSni?li?S^°^^f^ ^^^'^^ ^^^^^5^ announced that it would 

S^r^ ^5lT .^1^'^ fl^a^ce 50 percent of the cost of an expanded Alma air- 

' iio^ei cities and state funds will provide the other half 
^/N\'hen the Senate rural development agriculture committee toured the nation in 
rWrlTJI^^^'' f they were greeted by devastating poverty and acute economic 

depression at most of their stops. When they reached \lma however^ ♦ ♦ ♦ 
posed of IcKJal church leaders and bankers, has received HUD approval for 12 
^^11 ""'l middle-income garden apartments on a 5,2 acre site. Construction of 
the units recently began. 

Both of these two housing eCCprts v/ere financed in part through the city's urban 
renewal program, which wrote down acquisition costs and helped pay for site 
improvements. Forrestal Heights i« located in the city's first urban renewal pro' 
?S?tt4!^^'?* 1 '^^^^ ^^'^^^^ serious relocation problems, took advantage of 

HUDs - early land acquisition" program. They developed a site that had a light 
relocation load and built the Forrestal Heights project on It. Now thev will use 
tlie public housing units to relocate families from the rest of the renewal area 

Kelocation has been an important component of the Beacon renewal program. 
When redevelopment began seven years ago, there was no subsidized housing at 
all in the city, bnrveys showed, however, that many families, a large proportion of 
Which are black, conla not afTord market rents for apartments in the area Ray- 
mond, Parish and Pine, the planning consultants advising the citv, made clear 
that without a comprehensive housing program for Beacon, renewal could not 
proceed. 

Forrestal Heights and the Unity Interfaith Housing Corporation are the first 
two such housing efforts. The city wants to provide *'the broadest possible spec- 
trum of relocation housing," according to Mr. McGill, and thev are planning 30 
townhouses under Section 235, as well as luisub.sidized units and single-family lots 
for families wishing to build their own homes. All in all, the redevolpment agency 
hopes to develop over 000 new housing units in their first urban renewal effort. 
The city has also been working with the state Urban Development Corporation 
to build l})0 middle-income apartments on a site overlooking the Hudson River and 
to develop 50 acres of surplus institutional land in the city for housing and 
industry. 

Althougli new housing is the cornerstone of the renewal program. Beacon 
has mapped out ambitioiis industrial and commercial redevelopment plans. An 
industrial firm that has been in the city for many years recently moved out of 
its antiquated plant into a modern, enlarged structure under the auspices of the 
renewal program. The city is also trj'ing to refurbish its downtown and make it 
competitive with outlying shopping areas through increased parking space, street 
improvements, and more sites for stores and offices. The key to the downtown 
renewal plan is a new access road linking the city to the interstate highway. Plans 
also include the development of park land and improved waste disposal Systems, 
Construction is now under way on the renewal project. 

Beacon's success can probably l)e attributed to an active and aggre.ssive city 
leadership that includes not only elected officials but appointed staff as well. The 
municipal government reflects a bipartisan and especially representative ap- 
proach, Tlie mayor and the chairman of the renewal agency are from opposing 
political parties. Many of the renewal officials are black, giving this large segment 
of the city's population an identification with the program. The renewal board 
reflects a cross-section of the community, ^is strong public representation in all 
phases ot government is one reason why Mr. McGill feels that the renewal pro- 
gram, resisted at first because of fear of federal intervention, has been given 
enthusiastic acceptance now. He points out that "in the early stages of our pro- 
gram there was an agreement by civic leaders that there were compelling reasons 
to save the old city." 

Beacon had learned several important lessons from their experience. They saw 
that renewal is an extended process that works best when there* is ''long 
and personal attention to every detail/' according to Mr, McGill. The importance 
of details is reflected not only in their successful relocation program but also 
in their insistence on high architectural quality in all new housing. 

The city also learne<:l that it is be,sib to tackle diflSciilt problems directly and 
that they cannot be swept away. Only when the redevelopment agency met the 
relocation pr oblem head-on, was it able to doal with it effectively. Relocation 

^ Exhibit, fts submitted, — Ed. 
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opened up another serious i8^3lle -racial discrimination, which the renewal 
officials also attacked forthrightly. Beacon has tried to disi)erse housing sites 
and to mix units by income, age, and race. Now black families are purchasing 
homes in white sections of the city and the Forrestal Heights project, which 
reflects a mixture of age and racial groups, is so far working out 
successfully. ' , , , 

The Beacon renewal agency discovered "that fear of the unknown' - is otten a 
dominant problem in a small community, according to Mr. ]McGill. The For- 
restal Heights project includes the city's ftrst highrise: a 10-story structure. 
Resisted at first, the attractivo building is now a source of pride to the 
community. , ^ , 

The ''ruggedly individualistic citizens of Beacon," as Mr. McGill characterizes 
them were also leery of the unknown of involvement in federal programs. It 
took courage and effort for the city fathers to persuade them that the alterna- 
tive to public help could very well be rising taxes, which nobody wanted. 
According to Mr. McGill, "Beacon's experience has shown that only through 
taking adraiitage of every federal and state program can the required level of 
financing be made available," to give small cities their needed rebirth and make 
them once more a part of the economic mainstream, 

Mr. Kluczynski. Any comment, Mr. Gorman ? 
Mr. CoRMA^J-. I have just one question to ask. 

Do you liave any figures as to wliere most of tliose municipalities of 
50,000 or less are located? Are they in metro areas or nonmetro 

areas? ^ . , 

Mr. Maffin. I would suspect in the total aggregate they would 
be outside the standard metropolitan statistical areas. I am talk- 
ing about under 50,000. ' 

Mr. Gorman. In population. In other words, taking all of the people 
of the United States who live in municipalities of 50,000 or less, you 
think that more of those would live in nonmetro areas? 

Mr. A'LvFFiK. As units of government, yes. 

Mr. Gorman. I am thinking about in total population ? 

Mr. Maffin. In total population, I would suspect that the SMSA's 
act for around 65 or 70 pei-cent of the population. The centra] cities, 
of course, are a predominant percentage of that number. 

But I believe, if I understand your question of cities imder 50,- 
000, just in sheer numbers, probably more of them would live in cit- 
ies of under 50,000 in the SMSA's, than live outside. I would not swear 
to that. But in term^} of numbers of units of government, obviously 
not. 

Mr. GoRMAX. Thanuk you very much, 
Mr. HuNGATE. 'No questions, Mr. Ghairman. 
Mr. Bergland. No questions, Mr. Cliairnian. 
Mr. Stantox. No questions, Mr. Chairman. 

Mr. Kluczxnski. Thank you. It has been a pleasure to have you 
before this committee. Your testimony will be very helpful to us 
when we have our executive session. 

Mr. Maffin. Thank you very much, sir. 

Mr. Stanton. Mr. Chairman, I would like to point out' that this 
is especially good testimony here and it is in contrast with the 
previous witness. 

Mr. Kluczynski- We will have the members of the subcommittee 
read that and make sure they know what your positions are. 

Thank you ever so much for being with us. 
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Mi\ James Gavi a, executive director of the National Federation 
of Independent Businesses will appear tom.orrow morning before 
this committee. 

We will recess imtil 10 o'clock tomorrow morning. 

Thank you for your cooperation. 

(Whereupon at 12 noon, the subcommittee recessed to reconvene 
at 10 a.m., W^ednesday, May 3, 1972.) 





THE FUTURE OP SMALLTOWN AND RURAL AMERICA: 
THE IMPACT ON SMALL BUSINESS 



WEDNESDAY, MAY 3, 1972 

House of RErRESKXT/iTivES, 
Subcommittee ox Small Business Problems 
IX Smaller Towxs and Ukbax Areas of the 

Select CoMMrrrEE on Small Business, 

Washington^ D.G. 
The subcommittee met. purs\iant to recess, at 10:05 a.m., in room 
2350, Hayburn House Office Building, Hon. John C. Kluczynski 
(chairman of the subcommittee) presiding. .; 
Present: RepresentatiN'^e Khiczynski. 

Also present: Representative Hungate of the full committee; Don- 
ald B. Roe, subcomiiiittee counsel; John M. Finn, minority counsel; 
and Myrtle Ruth Foutch, clerk. 

Mr. Kluczynski. The hearings will come to order. 

The Subcommittee on Small Business Problems in Smaller Towns 
and Urban Areas today continues hearings on the future of small town 
and rural America, the impact on small business. 

We were all extremely sadden to learn of J. Edgar Hoover's death 
yesterday. It is my information that the Speaker has invited Mem- 
bers to be present at the Capitol this morning for special ceremonies. 
Onr first scheduled witness this morning, Hon. Earl L. Butz, 
Secretary of the Department of Agriculture, has also informed us 
that the White House has requested his presence at the Capitol. 

Therefore, today-s hearings will be postponed until a date to be 
announced. 

However, since two of our witnesses are already here, we would like 
to receive their written statements for the record. 

The first witness this morning will be Mr. Gavin, the legislative 
director of the National Federation of Independent Business. 

We are sorry that we were not able to hear Mr. Gavin yesterday. 

Is Mr. Gavin here ? 

TESTIMONY OF JOHN MOTLEY, CONGRESSIONAL LIAISON, 
NATIONAL FEDERATION OF INDEPENDENT BUSINESS 

Mr. Motley. I am John Motley, congressional liaison for the Na- 
tional Federation of Independent Business. Mr. Gavin was unable to 
be here, and I am representingJiim. 

Mr. Kluczynski. I understand Mr. Gavin has a prepared state- 
ment. Hearing no objection it will be made a part of the record in its 
entirety. 

(71) 
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(The statcnieiit refc! red to follows :) • 

SxATEMEN'r OP Jaaies A. Gavin, Lkgislative Diuectou, 
' National Federation op Indepemient BusiaVESs 

Mr. Cliairman and distinguisbecl members ot the Committee. I am James A. 
Gavin, Legislative Director of the National Fo<lerati(>ii or: In dependent Business. 
In behalf of our 310,000 member firms across tiie country, I wish to thank you 
for this opportunity to testify on the future of small, independent business in 
rural America. 

The National Fetleration ot Independent Busine.ss, founded in 11>43, has grown 
into the largest single member business organization in the United States. Our 
member firms represent a true cross section of the nation's small business com- 
munity — retailing, wholesaling, manufacturing, contract construction and the 
service trades. 

Small business, I'm sure everyone present would agree, plays a vital role in 
the American economy. A graphic demonstration of this can he obtained by ex- 
amining the important part played by N.F.I.B. members in the economies of the * 
various states represented by the members of tiiis Committee. 

In those 17 states. the Federation has 157,152 member firn'is. They employ 
1,135,676 i>eople and have average gross Annual sales of approximately $25.0 
billion. A state-by-state breakdown of these figures is attached for the Com- 
mittee's appraisal. 

THE rural crisis 

During a more simplistic era of America's past, one of her greatest philosophers 
and statesmen, Thomas Jefferson, could look at the nation he had helped to create 
and confidently remark that the basis of her present and future success was the 
"yeoman farmer." He viewed this hardy class as the social and moral fiber of 
the nation — its guarantee against the spread of the decay and decadence that 
infested the moribund society of the Old World. 

What Jefferson saw was a self-suflftcient, rural society. Its basis was cheap, 
plentiful land, which allowed its members to control the means of production and 
the wealth created by their labor. 

Of course, our third President was not able to foresee tiiat the American In- 
dustrial Revolution, the ultimate source of our wealth and power, would dras- 
tically rechannel the course* of national development. Tt caused fundamental 
shifts in the pattern of growtli, and had a profound effect upon the social, po- 
litical and moral attitudes of its people. 

The rapid and uncontrolled industrial development of the United States was a 
severe blow to the pride and economic well being of its rural inhabitants. Within 
a short time it had transformed the landscape and quiclccned the pulse of the 
nation. It sired the birth of massive urban centers, elicited dismay and nuirvel 
over the efficiency of its assembly lines and glorified those who kept them well 
oiIe<l. and running. But, at the same time, it demeaned the rural American as a 
hayseed and transferred his political and economic power to a relatively small ^ 
group of successful entrepreneurs. In short, it replaced Jefferson's ".yeoman" 
farmer" with the business orientated heroes of I-Ioracio Alger. 

Rural America's answer to this threat was Populism- — a socio-political move- 
ment that looked back to the "good old days" for its ins*piration. But Populism, 
which was more of an emotional crusade than a well organized political campaign, > 
could ^not muster the strength needed to halt the march of progress. During its 
short lifespan it raised the eyebrows of a few politicians, but it soon 
;disappeared from the political scene without noticeably altering the process of 
industrial i '/a tion. 

Dismayed by their own weakness and inability to change this situation, 
rural Americans despaired, and helplessly sat back to watch as a dangerous 
phenomenon — outmigration — gradually altered * the basis of their lives and 
livelihoods. ■ 

The corporate policy of the day tende<l to concentrate the nation's nmjor in- 
dustries in a few economically advantageous areas, and, as this trend continued, 
good jobs in rural ^Viuerica grew .^career and .scarcer. Soon, young men and 
women began to realize that it was impb.ssible for them to make a decent living 
in the countryside, so. they began to move to the city in increasing numbers in the 
hoix^ of se<'uring steady, well paying employment. 

This flow of young adults into our urban centers ha.s continued unabated over 
the past century, but in reCent decades ic has reached crisis proportions, seriously 
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proving the already \vcakeno(l l)alnncocl between urban and rural Hte and threat- 
ening the verv fabric of Auieriean .society. 

While the population of the United States has doubled since IO(X), and that of 
our cities has grown by approximately 350*^'>, vast stretches of rural America 
have l>een steadily depopulated. According to the latest cens\is, over one half of 
all the counties in the Unitwl States lost inhabitants during the last decade. In 
lOC^, 30 of the nation's ix>i)UlaUon lived in the c-ountryside ; by 1900 this had 
dropped to 30% ; and by the end of the last decade it stood at only 20%. The 1070 
census also gloomily points out that nearly 74% of our citizens live on only 2% 
of our land. 

A more detailed examination of these st^itistics will clearly show that the rural 
crisis is much more ominous than it appears on the surface. Numbers alone do not 
tell the full story, becau.se those that are migrating— the young adults— are its 
lifebloo<l and its future. Since 1045, over twenty-six million young Americans 
have denser ted the rural areas of the country to seek a better way of life in our 
urban centers. Some of them, undoubtedly, were bored with their .'^mall town, 
agrarian existence, but the majority simply realized that the economic facts of 
life left them no choice. 

This distressing situation is attested to in a letter X.FJ.B. received from a 
concerned young man in Utica, New York. He writes: 

"1 live in a town, though not that small, that is definitely plagued by this 
condition. There is no industry; young men and women leave the area by the 
droves upon the completion of high school, mostly because there are no jobs and 
little ho|K^ of business opportunity. 

"I am 24 years old, a college graduate, and like the others will soon l>e forced to 
leave the area. I don't wish to do this, as I believe the central New York area has 
tremendous iH>tential, and I really love it. I ^vant to stay and I want to start my 
own business. I have several ideas, but 1 am running into nuiny problems that 
seem insurmountable." 

A recent article in V.El ^'aivs and World Report quotes another young, college 
student from Cumberland, Maryland, in much the same vein. He said "I was 
born and raised here. But there aren't any jobs. If I could find work, I'd like to 
stay — but 1 can't, I'll have to leave." 

The older residents of rural America are also very concerned about the con- 
tinued exodus of their children to the cities. A mother of six from Wisconsin 
writes that she, "would like to know what it is all ai>out. T have three children 
wanHng to leave and three already gone." And an N.F.I.B. member from rural 
Mississippi flatly states that, "many young people have to leave our area each 
year bef:ause of a lack of job opportunities. Most of them would prefer to stay in a 
rural tyi>e area." 

Tlie real tragedy of this deplorable situation is that most of these young 
migrants simply do not want to leave their friends and families. And once they 
exix>rience the impersonality of city life, with its crime, pollution and over- 
crowding, they long to return to the fond memories of their childhood anc" 
adolescence. ^r- i • 

Tills desire is expressed aptly by a young couple from Allen Park, Michigjin. 
who write : 

"We are from a small town in south central Texa.s— Three Kivers. AVe left be- 
cause jobs and money were more plentiful elsewhere. We would veo' nnicli like 
to go back and settle there if iK)SSible." 

The sajue sentiments are contained in a letter from a young man from Corpus 
Christi, Texas, who write N.F.I.B. that he worked ''for a very large corporation" 
and was "concerned about the exodus of young people to the cities" He intends 
to go "back to a small town and start a b\isiness." 

Many older migrants ateo have the same desire. A New Mexico man who 
left his lior^e town some time ago comments : 

"I grew up in a small farming area town in Kansas. I left iny home town 
because of the lack of opportunities there in the late 1950's. 

"However, I would like to return now, if there are any chances of earning 
a living for my family." 

Rural outmigration has been a very personal and sorrowful experience for 
countless thousands of American families, but, unless the how is stemmed soon, 
the hardships and broken homes it created in the past ^vill be insignificant 
in comparison to its future impact. Recent predictions of the nation's future 
growth pattern pessimistically point out that by the year 2000 nearly one hundred 
million more Americans are ex|KJCted to move into our already overcrowded 
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This phenomenon, wliich l)y itself is frightening, has and will have profound 
and far reaching effects upoa all aspects ot rural life. 

The most obvious is that rural communities will be faced with the nearly 
impossible task of satisfying increasing demands for more ndeQiiate /jSocial 
services with the revenues they can squeeze out of a continuallv shrinking 
tax base. Their residents, who have long endured the hardships of an agrarian 
base<l existence, are l)ecoming more and more impatient, especially when they 
compare their life style with that oC their urban neighbors.. 

Such common urban services as running water, electricity, sewers and decent 
public transportation are undreamed of luxuries in rural America. In addition, 
much of its housing is substandard, and, because of exposure to the elements, 
badly in need of repair. 

Rural poverty is also a serious problem. Although only a quarter of the 
U.S. population lives in tlie countryside, half of the nation's povertj'-stricken 
citizens— about 14 million—reside there. In the cities, one person in eight is 
poor; in the suburbs, one in 15; but in rural America, the figures are 1 out 
of every 4. At the same time, the rate of unemployment in nonnietropolitan 
areas often exceeds by two or three times the rate in urban centers. And, when 
jobs are available, they pay less. 

There is also a severe shortage of skilled professionals>-doctors, teachers?, 
dentists and lawyers— in rural America. Minimum levels of health care and 
education are becoming increasingly difficult to maintain, a.s the college traineil 
son.s and daughters of farmers and small to\TO residents seek their fortunes in 
an aftluent suburbia. 

In addition to this already heavy burden, rural America is now attempting 
to weather a new crisis — one that seriously threatens the very foundation of 
its economic existence. 

Over the past quarter of a century the family farmer has been slowly, but 
steadily, losing ground in his fight against nature, inflation and a deterinined 
corporate iwlicy. In 1D45, tliere were approximately six million farms in the 
United States, but by 1971, there were less than three million in oiK?nition — 
a decline of over 50%. During the same period, neariy 70,000 family farmers 
w^ere forced to give up their livelihoods each year, adding their weight to the 
steady flow of people from rural to urban America. 

The economic structure of rural America is based, to a great extent, on agri- 
culture, and the distribution of wealth is closely related to the number of farms 
in operation. As one N.F.I.B. member from Rose Creek, Minnesota, puts it, 
''When agriculture does well it seems our whole economy prospers. The farm 
depression is driving many small businesses, and even larger manufacturers, 
out of business, or, forcing cutbacks.** 

This trend toward fewer and fewer family farms must be halted. If it is 
not, rural America will turn into a eori)orate wasteland. 

The economic pressures caused by all these factors— on tmigration. a .shrinking 
tax base, and the decline of the family farm — pose a serious threat to the 
viability of rural and small town, independent Inisiness. They have created a 
customer drain, causing many small firms to- close their doors forever. It is 
no quirk of fate that neariy 73% of all the bu.siness failures in the United 
States during 1970 occurred outside the nation's metropolitan areas. 

This situation is dramatized by an N.F.I.B. member from rural Texas, who 
writes : 

"Our area where we now live is in need of some kind of industry. I know 
for a fact from talking to the great nrnjority of business people here that they 
are willing to work and cooperate in every possible way to bring any kind of 
industry into the area. . . . This rural area town needs this badly, if something 
is not done .soon, in the next decade. I'm afraid it will not be able to survive." 

In every section of the country concerned communities, like the one in Texas, 
are trying desperately to find a solution to the same problem. As more and more 
people leave the land, their economic base shrinks, forcing local businesses to 
tighten their belts. Margins are cut and payrolls reduced, adding the final link 
to the vicious cycle of decline. 

Businessmen realize that their communities must change their economic base 
to survive, but this is easier said than done, because the same factors that caused 
the problem make it even more difficult to solve. Executives of corporations some- 
times practice philanthropy, but they are extremely reluctant to locate new- 
plants in depressed rural areas. Lack of transportation, and inadequate supply 
of trained labor and many other disabilities simply make such a move poo?' 

l)U8i7ie8S, 
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'VHK irUHAN IMPACT OF THE KUKAI. CRISIS 

Mr. Chairman, wliiio it is not completely germane to the Committee's inquiry, 
the Federtttion feels that a hrief discussion of the urban impact of rural outmigra- 
tion will help place the eutire subject in a clearer perspective. 

While the rural problems resulting from this massive population shitt nave 
long been apparent, the seriousness of its urban impact has just recently emerge<i 
with a shattering effect. During the past few years the plight of the nations 
metropolitan centers has been widely publicized, and Congress has devoted a 
great deal of it.s time and energy to Iho diflicult .search for a viable panacea. 

America's cities, once the marvel and envy of the western world, are in serious 
trouble. They are plagued with crime, pollution and overcrowding, and many ot 
them are saddled with huge deficits, with little or no prospect of ending the How 
of red ink, simply because their outlays for vital community services far exceed 
their abilitv to raise revenue. . , , 

Natural growth can be blamed for part of their dilemma, but the real culprit 
is uncontrolled industrial development. It has deprived the nation of sorelj 
needed economic balance, and opened the floodgates of rural outmigration. Our 
urban centers have literally been forced to absorb and assimilate millions ot 
young, unskilled migrants, and the rising cost of providing them with adequate 
education, housing, transportation, health care and Avelfare benefits has pushed 
them to the brink of financial disaster. 

Recent studies of the effect of this migration on ninety-four large U.b. cities 
clearly shows that its cost is appalling. In 1960 alone, before the inflation of the 
last d'ecade this phenomenon placed a net burden of at least $2.5 million on each 
of these cities. The me<lian net cost per migrant— to provide him with community 
ser\'ices— was mNE times greater than i>er city resident. In many cases, urban 
governments can never recoup these losses, because the migrant, after becoming 
discouraged by the lack of opportunities in a i«irticular city, simply moves on to 

%ecause^of this ^obvious interaction, the Federation feels that the problems 
of urban and rural America are inseparable. And, we strongly believe that the root 
cause of the former can be found in the economic dislocation that is occurrmg in 
the latter. Therefore, we are convinced that any attempt to serve the urban crisis 
[rdcim^l to failure, miless some way is found to arrest the flow of migmntB 
from rural America. 

SOLUTIONS 

The Negative Approaeh 

The National Federation of Independent Business is, and has been for some 
time, deeply concerned about the plight of rural America. Over the years we 
have invested a good deal of time, money and effort in the search for a viable 
solution to this dilemma, yet, even during periods of complete frustration we 
never gave up hope in the ultimate success of our cause. Because of this, we find 
the recent negative approach esponsed by The Commission on Population Growth 
and the American Future totally unacceptable. . „ , ^ .^^^^ p«„„ 

The Commission's recommendation, contained in Part III of its report, i^opM- 
lation and the Ameriean Future, is as follows : , ^ ^ >. r.r.wian*- 

"In chronically depressed areas, it may sometimes be true that the pruden. 
course Is to make the process of decline more orderly and less costly— for those 
who decide to remain in such areas as well as for those who leave. . . . In that 
event, the purpose of future investment in such areas should be to make the 
decline easier to bear rather than to reverse It." ^ . ,< i . i.t 

Although the Commission's Report qualifies this position by establishing the 
feasibility of economic development as a criterion, it is defeatist m attitude and 
extremely depressing. It makes several suggestions aimed at improving the lot 
of those who are forced to move to find work, which is goml, but, in the same 
breath, it accepts rural outmigration as an unalterable fact which means that 
it has found no solution for the problem. Instead, it is content to offer halfway 
measures to ease the Impact of dislocation, a stand that does nothing to head 

off the growing crisis. , i i. . -j^ko 

Only once, when it states that, '*a superior approach may be to create new jobs 
nearer to or within the declining rural areas," does the Report come anywhere 
near recognizing the heart of the problem. But, then it turns right around and 
sugffests that this eximnded employment should be concentrated, in urban places 
located within or near declining areas," and that these centers should have, 
."a demonstrated potential for future growth," a policy which it adnnts, could 
inadvertently produce overurbanization." "Overurbanization" is already a sen- 
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any rake U InsoWa^blef ' "'^^ ''''''' "^^^ ''''''' 

Grow^?!,nrfr''A''"'i ^^^^'^'^ '-^'^^^ Commission on Population 

Growth and the American Future leaves a great deal to be desired in its analysis 
bufc^tZ—JInlf; only does it fail to address itself to the proper questions, 
T ..^ r^"^^^^^'''« ^""^ negative in nature and, in many instances, self^efeating 
wish M^rPnlnin'^'ff absolutely no hope at all to tlmso runU inhabit who 
wish to remain on the land where they were born and raised. 

Positive Approaches 

'xX^l'^^^'.f^^^^ ^""^ ? primary concern of rural residents 

and the legislators who represent them in W^ishiugCon. But, until reeentlv thev 
S^^ute^e\'^^^ lonely light in the halls'of government V^'^ 

A sign of the changing atmosphere in the nation and its capital is the recent 
vTn^^n "f. Coalition for Runil Americi and its si>onsoi-Jhip o t l e uiUque 
Ad Hoc Committee. The latter is a discussion group that shares s milar intere^^^^^ 

Uon'^'but'tl?; V^^^^^ l""' ^^'-^^'^ on" uL^FeS 

Sn^^tions ' ' Independent Bankers and a host of other diverse 

tvr^rif r,''^^'' ^^"^^ ''"''"^ problems are receiving more and move attention 
mn e cause o?tL7f iv "^^1". \^^^nuln^ to realize that thruUi 

mate cin«e of their pwn District's problems lies outside the city'^j limits. This 
reform legSon ^^^P^''*^^^^" necessary for passage of any important 

nn?"fi"^'i^'^ last few sessions of Congress, many members of both the House 
and the Senate have introduced hills aimed at correcting the problems of 
rura America. All of these proi>osals, from rural revenue sharing to a rural 
development bank, are positive in their approach and, as such, are commendable 
:1 ' 1. , without exception, simply don't go far enough. Tliey deal with 

the Visible symptoms of the disease, rather than with the disease itself 

A good example of this is the recently imssed Rural Development 4ct Its 
primary goal is to reduce tlie impact of inadequate community and social 
services in declining rural areas by increased funding of tested Federal pro- 
grams. A\hile this is needed to ease the hardship of rural living, it does little 
to attack the cause of these inequities— an insufficient and continually shrinking 
tax" base. * 

The only way to accomplish this is to first, halt, and then, reverse the flow 
of out-migration. While this will not be an easy task, it is not impossible, and 
It behooves us to realize that we cannot expect an overnight change in a situation 
that we have allowed to develop uncontested for more than a century. 

The economic base of rural America must be altered and strengthened, and 
we must actively seek the balanced development that is needed to make this 
a reality. As a first step in this direction, we must dedicate the nation's resouirces 
to the creation of steady, well paying, jobs in our nonmetroix>iitan areas. 

Jobs are the key. Without them, millions of young, rural Americans will l)e 
forced to move to our cities to find satisfactory employment. 

If we do not provide them with jobs, we will not 'have to worry about improv- 
ing rural housing, sewerage, transportation, education ?ind medical care, be- 
cause, eventually, there will be very few residents left to take advantage of 
these benefits. 

The creation of employment opportunities in these economically depressed 
areas is a difficult challenge, simply because knowledgeable businessmen are 
extremely reluctant to take the enormous risks involved in this type of a 
venture. In other words, they have to liave some reasonable assurance that 
their efforts will stand at least a 50-50 chance of success. 

Yet, even though they are presently faced with many trying obstacles, such 
as, poor transportation and services, an unskille<l labor force and inadequate 
financing, many established firms and individuals are seriously considering 
moving to rural locations. A prime example of this trend is Waveline, Inc., 
an electronics firm in West CaldwelK New Jersey, ItK President writes: 

"Waveline. Inc., a manufacturer of electronic equipment is seriously con- 
sidering a move to a new location. We are currently located in an industrial 
area about nine miles northwest of Newark, N,.!. 

"Although several po.ssible locations have been examined, we are also con- 
sidering rural re-locatlon . . , 
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"Waveline opera to.s in two locations, the second being Cheshire, Conn., witli 
a total employment ot 22:1 persons. Animal volume is in excess of $3,00€.OOO." 

The impact of a company the size of Waveline re-location in a rural town 
would probably in^an the difference between continuied" decline and survival. 
It would create 301 new jobs, 252 new hoixseholds and enough business for nine 
new retail establishments. Population would increase by 060, personal Income 
by 1,341,000, bank deposits by $607,t)00 and retail sales i)y $810,000. In addition, 
the community's economic base and tax structure would be significantly changed, 
enabling it to provide more services for its residents. 

Although less startling, there are other examples. A contractor from metro- 
politan New York, writes : 

"Right now I am in industrial and commercial building doing most of my 
work on Long Island. 

"But not enjoying it to the fullest, I have talked to my family about leavmg 
Long Island and starting somewhere else. 

*M would like to start a business in the country, this is why I am writing and 
asking you for your help and advice." 

And a former salesman for an international cori^oration deelares : 

"I have been doing my utmost to locate an existing business to buy in a rather 
small Michigan town ... So far this has been easier said than done, though I'll 
keep at it until I find what I think I'm looking for. 

"Spent twelve interesting years in international sales and marketing manage- 
ment. Made more than a good living at it, but found that the more I traveled, 
the more I needed to travel. Always did want to own and operate my own 
show; saved my bonuses, burned by passport and resigned by job. That was 
last March, and I'm still looking for a business. 

These are just a few of the many thousands of requests that NFIB has received 
concerning the opening or relocating of businesses in rural America. (A selective 
list of some of these firms appears in Appendix II.) Because of this, we strongly 
feel that balanced industrial development is a feasible solution to the urban- 
rural crisis. All that is needed is time and a commitment by Congress to give these 
willing business people a reasonable chancre of success. 

The means for acheiving this goal, the Rural Job Incentive or Development 
Act (H.R. 5190 and H.R. 5603, respectively), has been before Congress for 
a number of years. Its chief sponsors are Congressman Keith G. Sebelius, of 
Kansas, and the esteemed Chairman of this Committee, Congressman Joe L. 
Evlns, of Tennessee. 

Basically, this legislation attempts to give a new enterprise locating in rural 
America a reasonable chance for success. It balances the heavy risks involved 
in this decision with tax incentives designed to assist it through those first 
few critical years — a period that usually make or breaks a new business. The 
logic behind its approach is based on a proven principle— that tax policy does, 
in fact, influence the course of business investment. 

With this In mind, it. seems to provide a judicious blend of private initiative 
and public responslbllty. 

This approach also has the .added attraction of being negligible In cost. It 
requires no new massive outlays of Federal tax dollars. Instead, the available 
evidence strongly Indicates that these new businesses, along with the jobs they 
would create, will provide the "United Stated Treasury with a net revenue gain. 
Granted, those firms that are eligible will take advantage of these tax incentives, 
but this should not place a drain on the Treasury, because they are now non- 
existent. The Treasury cannot lose what it never had. 

The bill, as now written, also provides Safeguards for urban jobs. It clearly 
states that no company can qualify for these tax incentives If it diminishes 
operation or employment in an existing location by opening a branch or build- 
ing a new facility In rural America. 

Although this worthwhile legislation has been before the Congress for several 
sessions, it has just recently received the attention it merits Almost a year ago 
the Federation with great success, mounted a campaign aimed at increasing 
Congressional awareness of the bill. To date, it has attracted the supiK)rt of 198 
Members of the House and 58 Senator, but, unfortunately, the Committee on 
Ways and Means has not held hearings as yet. We hope they will be able 
to do so in the future. 

NFIB, its member firms, and the small business community have long sup- 
ported and shown a strong preference for the tax incentive approach to rural 
development, and a recent survey of the Federation's Advisory Council enforces 
this stand. The tabulation shows that 95% of the respondents support this legls- 
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lation. In addition, 0(»% of tlUMn .state that they •.vonld not object to the now 
coniiK»tition created by the I)U1 as Umf^ as aevv jobs caiue into their area. The 
(lucstionnaire also exphiiay that additional omploymeat avouUI probably menn 
higher taxes to pay for expanded community services, and, somewhat surpris- 
ingly, almost Sl% answered that they felt this M'ould be acceptable. 

A irew f^ample comments from the businessmen i)articipaUng in the survey will 
emphasize how strou;j:ly they feel about tliis legislation. 

A s'lnall stationer from Alaska writes : 

•Mn niy opinion, this is the best thhig along this lino tliat has been presented. 
1 hope it passed so we can show them how tree enterprise can solve some of our 
problems if given an opportunity.'* 
The owner of a fuel oil distributorship' in Goldsboro, North Carolina, declares : 
"This makes more sense to me than any program introduced to date to more 
equitably spread our population and reduce the urban inner-city problems. It 
appears logical that tlie large pollution centers would be helped and the welfare 
rolls diminislietl by a de-centralization ot Industry. At the same time this legisla- 
tion would provide a larger tax base for nuiny small towns to luuidie local prob- 
lems that might occur." 

Somewhat iajhe same vein, the V ice-President of a Iowa bank writes : 
*'I believe all* efforts should be expended to improve areas in 'Rural America' 
so industry would 'bcT encouraged to locate away from metropolitan areas. People 
would then be ei^cou raged to locate away from metropolitiin areas. People would 
then be encouraged to more to rural areas, where jobs would be available. This 
would certainly toml to relieve some of tlie pressures in the highly populated areas 
and everyone would benefit". 

The owner of a concrete product manufacturing plant in upper New York 
State comments : 

"This certainly would he worth trying. Young people are leaving rural areas 
due to lack of jobs. Many small stores are closing up due to people moving closer 
to the cities to tuid work. 

The president of a small service firm located in ifichigan says : 

'-I believe our Federation is on the right track in pusliing the rural develop- 
ment concept. The midwest region of the TT.S. has been economicnlly under pres- 
sure and programs like the 'Upper Great Lakes Regional Commission' have been 
OroHSly ineffective — the.v only prrxlnced 'studies and books' to my knowledge. This 
Rural Development is a forward-looking approach to the solution of many of our 
problems, i.e., crime, uneniploymont, pollution, etc." 

A New Mexico retailer reports : 

"Some aspects (^** the ;!^^vin^ bill have already been instituted by communities 
of New Mexico ai <l 't will a^.-^lutely work even in this and other states, if Con- 
gress will only enact segif^^aiin.i liiuI give it ii elm nee." 

And finally, ic Texjis banker has no doubt Ihat this tax incentive approach 
will work, commenLing^on a local effort as follows : 

'•lu 196S, fifty-six local l)usinessmen each invested in a loe:il industrial con^o ra- 
tion. Each man purchased $1,000 in stock and the money was used to purchase 
laud and construct buildings for new industries. The local banks, the local savings 
and loan, and the Small Business Administration participated in these loans. To 
date we have three new iiulustries employing 150 to 17o local people." 

Mr. Cliairnuin, we submit that if the preceding comments illustrate anything, it 
is that America's rural businessnien are deeply concerned with the economic 
plight of their communities — concerned enough to willingly shoulder their share 
of the cost of revitalizing them. But they cannot do it alone, so we strongly urge 
you to reconunend to ,^onr colleagues immediate consideration and passage of 
the Evins-Sebelius bill. 



Mr. Chairmau, as a short footnote to our main testimon.v, the .Federation 
would like to note, for the record, that there are three executive offices, ten cabi- 
net departments, twenty-one independent agencies and eight special commissions 
partieipatiJig in or administrating Federal programs to assist rural America, This 
is a commendable effort, but, unfortunately, it is largely ineffective, because of 
duplieation and a lack of coordination or cooperation among these groups. In fact, 
red tape is so thick at times that a hai'd pressed community can be left to fend 
for itself while bureaucrats discuss interdepartmental jurisdletion iiud procedure. 

N.F.I.B. feels that there is a relatively simple way to correct this distressing 
situation, and we, therefore, strongly urge this Conunittee to reconmjend in its 
report the creation of an Office of Rural Services to eoordimite the Fetlernl effort. 
In other words, there is need for a clearing house type operation — one that would 
disseminate information on rural-oriented programs and then assist communities 
^ "DCide which approach is best suited to their particular needs. 



A BRIEF SUGGESTIOX 





79 



The NftUoiinl Fodorai'ion of TiuicM)C'n(l(Mit* Bu.siiioss coiisiclor.s it a privilege to 
have had the opporUniUy (o aupoiH' Jitul tc:-^tity before this di.stinguislicd Coiii- 

luitfee. We stand ready to be ol: assisranee at any time in our mutual eA'orts on 
behalf of small business. 

Mr. CUah-mnn, .should there be any duestion from the Connnittee regarding 
my testimony, I shall be ha])i)y to try to answer them. 

Thank you. 

APPENDIX I 

Total Number of Averagt 

members employees- gross salts 

California . , 28.137 176.796 $4,460,860,000 

Colorado 5. 327 29, 253 626, 605. 000 

Uinois 9.276 58,751 1.348.012.500 

Iowa ' '. 8,306 56,321 1,411.395.000 

MarvlaVd 3,093 21,478 638, 540,000 

Massachusetts'.!"' -"- 8, 103 82,872 I, 746,427,500 

Michigan 12,691 84.567 1,730,525.000 

Entsoia 8,357 77.607 1,775,540.000 

Mssouri '/ 6,866 44,916 1,035,722,500' 

NewMexico ' 1.849 15.292 320,027,500, 

Ntw^ork - 19.511 116.106 2,752,967,500 

NorthCarolina . 'II.-l 7,08 7 57,367 1.205.540.000 

Ohio " 13,139 102.847 2.048.640.000 

Oklahoma 6,510 35.676 ,885,590.000. 

Peunsvivania" 12,031 105.214 2. 324. 555, 000 1 

Rhode ■ 1 078 11,336 i64,34n.ooo 

TinnSsst^.:^^^ - - 5 .791 . 59.277 1,370,125,000 

Total 157,152 1,135,676 25,845,412,500 



Appendix II. — Fik.ms .vnd Ouganizatioks Interested in Rural Jor 

Development 



Allied Biocide, San Diego, Calif. 
Bobseu Building Co., Oceauside, N.Y. 
Burlington Ciinic, Burlington, Ind. 
CCB Electronics, York, Pa. 
California Farmer, Fresno, Calif. 
Communitarian, Providence, RJ. 
County Electric, South Egremont, Mass. 
Elliott-Ne\\i:on, Inc., Sikeston, N.Y, 
Entertainment Products Group, Ba.- 

tavia, N.Y. 
Farmer Land Exchange, Shawnee, Okla. 
First City Mortgage Co., Dallas, Tex. 
First Presbyterian Church, Ferriday, 

La. 

Geyer and Hollister Assoc., Delmar, 
N.Y. 

Harrison News-Herald, Cadiz, Ohio 
Hendricks Products, Reno, Ncv. 
Holmen-Haltsvay Creek Lutheran 

Church, Holmen, Wis. 
Home Mart, Rolling Prairie, Ind. 
Inter-T>akes Community Action, Inc., 

^Madison, S.D. 
J. Elliott Lormand Assoc., Baton Rouge. 

La. 

Karfax Industries, Scotia, N.Y. 

Kesel Assoc., Rochester, N.Y. 

Luzerne County Planning Commission, 

Wilkes-Barre, Pa. 
Marquette Medical Center, Marquette, 

Mich. 

Mason County Industrial Devolopment 

Corp., Ludiugton^ Mich. 
Memorial Hospital, Uvalde, Tex. 
Mid- South Supply Corp., Monroe, La. 



Mohawk ViUley Community College, 

LTtica, N-Y. 
Noranda Aluminiun, Inc., New Madrid, 

Mo, 

North Carolina State University, 

Oreetisboro, N.O. 
Oliio Power Co., Minerva, Ohio 
Ohio State University, C a afield, Ohio. 
Paterno Pro Hardware, Lrfimoni, Iowa. 
P.R,I,D,E. in Logan Connty, Logan, 

West Virginia 
Property Management Consulting, Palm 

Siirings, Calif. 
Queens Devices, Inc., Long Island City, 

N,Y-. 

Rensselaer Polytechnic Institute, Troy, 
N.Y, 

Schoharie County Community Action 
Program, Richniondville, N.Y. 

South Central Arkansas Community Ac- 
tion Authority, Camden, Ark. 

Tlie Williams Company, Stone Moun- 
ti).Lu, Ga. 

Union Rural Electric Association, Inc., 
Brighton, Colo. 

University of Kentucky, Lexington, Ky. 

University of Maine, Orono, Me. 

A'inton County Industrial Development 
Committee, McArthur, Ohio 

Washington County Board of Super- 
visors, Fort Edward, N.Y. 

Washington State University, Pullman, 
Wasliington 

Waveline. Inc., Caldwell, N..T. 

Wendell Tires. Studio City. Ga. 

Wilson Building Contractors, Muncie, 

. Ind. 
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Appendix ITI. — Sappoirnsus oft he Huiul Job Incento'e/Bevelopment Act 



Seu. 
Kep. 
Kep. 
Kep. 
Rep. 

Sen. 
Sen. 
Rep. 

Sen. 
♦Sea. 
Rep. 

Rep. 
Rep. 



Allen 
Bevill 
Dickinson 
Nichols : 
F1o\\:gl-s 

Ct ravel 

Stevens 

Begich 

i^anuin 

Ooldwatfer 

Uclall 



auvbama 



ARKANSAS 



Alexander 



CALIFORNIA 

Sen. Tunn^iy 
Rep, Gnbser 
Rep. Veysey 
Rep. Johnson 
Rep. Waldie 
Rep, Leggetfc 
Rep. Clausen 
Rep. Talcofct 
Rep. Schmitz 
Rep. McFall 
Rep. Teague 
Rep. Gold water 
Rep. B. Wilson 
Rep. Van Deerlin 



COLORADO 



Sen. Dominick 
Sen. AUotfc 
Rep. McKevitfc 
Rep. Brotzman 



CONNECTICUT 



Sfin. 

Rep. 

F^en. 
Rep. 

Sen. 
Rep. 
Rep. 
Rep. 

Rep. 
Rep. 
Rep. 
Rep. 
Rep. 

Sen. 
Rep. 

Sen. 
Rep. 
Rep. 



Ribicoff 
Steele 

'Boggs 
du X-*onfc 

Gurney 
Fuqna 
Sikes 
Haley 

Br ink ley 

Hagan. 

Stnckey 

Muthls 

Thompson 



DELAWARE 



FLORIDA 



GEORGIA 



Inouye 
.Matsunaga 

Church 
Hansen 
McClure 



HAWAII 



IDAHO 



Sen. 
Rep. 
Rep. 

Sen. 
Rep. 
Rep. 
Rep. 
Rep. 
Rep. 
Rep. 
Rep. 

Sen. 
Rep. 
Rep. 



ILLINOIS 



Percy 

Kluczynski 

Findley 

u 

liartke 
Hillis 
.Myers 
Ziou 

Land grebe 
Rousb 
Hamilton 
Bray 

Miller 

Scherle 

Culver 



Sen. Pearson 
Sen. Dole 
Rep. Sebelins 
Rep. AVinn 
Rep. Roy 
Rep. Shriver 

KENTUCKY 

Sen. Cooper 
Rep. Mazzoli 
Rep. Perkins 
Rep. Stubblefleld 
Rep. Snyder 
Rep. Carter 
Rep. Natcher 

LOUISIANA 

Rep. Caffery 
Rep. Waggonner 
Rep. Boggs 



Rep. Kyros 
Rep. Hathaway 



MAINE 



Sen. Beall 
Rep. Byron 



MARYLAND 



MASSACHUSETTS 

Rep. Harrington 
Rep. Donohue 
Rep. Hicks 
Rep. Burke 
Rep. Macdonald 
Rep. Boland 

MICHIGAN 

Sen. Hart 
Rep. Cederberg 
Rep. Hutchinson 
Rep. Harvey 
Rep. Esch 
Rep. Brown 
Rep. Ruppe 
Rep. Vander Jagt 
Rep. G. Ford 
Rep. Riegle 
Rep. :McI>0Dald 
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HINNISSOI'A 

Sen. Mondale 
Sen. Humphrey 
Rep, Nelson 
Rep, Quie^ . 
Rep. Bergland 
Hep. Zwach 
Rep. Frenzel 

MISSISSIPPI 

Rep. Griffin 
Rep. Colmer 
Rep. Montgomery 

MISSOURI 

Sen. Eagleton 
Rep. Burlison 
Rep. Hull 
Rep. Hungate 
Rep. Ichord 
Rep. Randall 

MONTANA 

Sen. Mansfield 
Rep. Melcher 

NEBRASKA 

Sen. Curtis 
Sen. Hruska 
Rep. McCollifiter 
Rep. Thone 
Rep. Martin 

NEVADA 

Sen. Bible 
Sen. Cannon 
Rep. Baring 

NEW HAMPSHIRE 

Sen. Mclntyre 
Rep. Cleveland 

NEW JERSEY 

Rep. Helstoski 
Rep. Howard 
Rep. Roe 
Rep. Thompson 
Rep. Forsythe 

NEW MEXICO 

Sen. Montoya 
Sen. Anderson 
Rep. Lujan 
Kep. Runnels 

NEW YORK 

Sen. Javits 
Rep. Halpem 
Rep. King 
Rep. Robison 
Rep. Terry 
Rep. Scheuer 
Rep. Hastings 
Rep. Hanley 
Rep. Kemp 
Rep. Fish 
Rep. Horton 
Rep. Podell 
Rep. Stratton 



Rep, Lent 
Rep, Rangel 
Rep, G rover 
Rep. Brasco 
Rep,Conable 
Rep, Smith 
Rep, Roseutluil 

>*ORTH CAROLINA 

Sen. Jordan 
Rep. Henderson 
ReiJu Broyhill 
Rep. Jones 
Rep. Mizell 
Rep. Lennon 
Rep. Taylor 

^rORTH DAKOTA 

Sen. Young 
Sen. Burdick 
Rep. Link 
Rep. Andrews 

OHIO 

Rep. Miller 
Rep. Stanton, J. W. 
Rep. Harsha 
Rep. Ashley 
Rep. Latta 
Rep. Seiberling 
Rep. Powell 

OKLAHOMA 

Sen. Harris 
Rep. Albert 
Rep. Steed 
Rep. Camp 

OREGON 

Sen. Hatfield 
Sen. Packwood 
Rep. Ullman 
Rep. Wyatt 

PEN N SYLVANIA 

Sen. Scott 
Sen. Schweiker 
Rep. MeOade 
Rep. Williams 
Rep. Nix 
Rep. Johnson 
Rep. Coughlin 
Rep. Clark 

Rep. Roouey " 
Rep. Flood 
Rep. Eshleman 

Rep. Whalley Nr-t^^* 
Rep. Say lor 
Rep. Yatron 
Rep. Goodling 

RHODE ISLAND 

Rep. St Germain 

SOUTH CAROLINA 

Sen. Hollings 
Sen. Thurmond 
Kep. Gettys 
Rep. McMillan 
Rep. Mann 
Rpp. Born 
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SOUTH DAKOTA 



Sen. Mc Govern 
Rep. Abourezk 



Sen. Aiken 
Sen. Stafford 



Sen. Brock 
Sen. Bakei- 
Rep. JBvins 
Rep. Jones 
Rep. Qui Hen 
Rep. B Ian ton 
Rep. Duncan 
Rep. Fulton 
Rep. Baker 
Rep. Kuykendall 

Sen. Bentsen 
Sen. Tower 
Rep. Wright 
Rep. Price 
Rep. White 
Rep, Arciier 
Rep. Pickle 
Rep. Fisher 
Rep. de la Garza 
l^ep. Puree II 

^ 

Sen. Bennett 
Sen. Moss 
Rep. McKay 



TENNESSEE 



VIKGINIA 



Sen, Spong 
Rep. Broyhill 
Rep. Daniel 
Rep. Downing 
Rep. Robinson 
Rep. Wampler 

WASHTXGTOX 

Rep. AcTams 
Rep. :McCbrmack 



WEST VIRGINIA 



Sen. 
Rep. 
Rep. 



Randolph 
Staggers 
Slack 



Rep. Heckler 

Sen. Nelson 
Sen. Proxmire 
Rep. O'Konski 
Rep. Obey 
Rep. Thomson 
Rep. Steiger 
Rep. Zablocki 

Sen, Hansen 
Sen. McGee 
Rep. Roncalio 



WISCONSIN 



WYOMING 



Mr. KltjCzyxski. Thank you, v&ry much. 

Mr. IVLUCZYxsKr. The next witness will be Mr. Aubrey J. Wagner, 
Chairman of tlie Board of the Tennesse^i Valley Authority. 

Red, it is a pleasure to have you before us again, and the floor is 
yours. And you may proceed in any fashion you wish. 

Do you have a prepared statement? 

TESTIMONY OF AUBREY J. WAGNER, CHAIEMAN OF THE BOARD, 
TENNESSEE VALLEY AUTHORITY 

Mr. Wagxer. Yes, Mr. Chairman. I have a prepared statement. 
Mr. Kluczyxsivi. Without objection it will l>e made a part of the 
record in its entirety. 

(The statement referred to follows:) 

Statement of Aubrey J. Wagner, Oh.hrman of the Board, Tennessee V.uxey 

Authority- 

I appreciate the opportunity to appear before this Subcommittee to discuss 
TVA activities as they relate to the ecouoniic strength of rural and smaU town 
Americu. 

The Tennessee Valley region, which includes both the Tennessee River water- 
fihed And the areas outside it in which TVA power is distributed, encompasses 
an area of about 80,000 square miles of whicli abcnt half is occupied by the 
watershed. The reirion ia larger than the combined size of the States of Vermont, 
Xow York, New Jersey, Delaware and Maryland. It contains only seven cities 
having populations of more than 50,000 people. According to 1970 figures, 46 of 
tlie 201 counties in tlie region have cities with populations in excess of 10,000 
people. Within the Tennessee River watershed there are only throe cities with 
populations of more than 50,000 people and m percent of tlie Valley^s citizens 
live outside of these cities. 
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Population of the rcjfion grew by about 9 percent during the past decade. 
The distribution of this gro\vtti within the region occurred as follows : 

The 7 counties having cities with a population of more than 50,000 people in 
1960 experienced a population gain of 14 percent. 

The 30 counties with cities between 10,000 and 50,000 people in 19(50 experi- 
enced, a gain in population of 34 percent. 

The 84 counties with cities between 2,500 and 10,000 people in 1960 experienced 
a population drop of 1 peroint. 

The SO counties having no city as large as 2,500 people in 1960 experienced 
a population drop of over 18 percent. 

During the decades of the 1940' s and 1950's more than 1.3 million people 
migrated from the Tennessee Valley region. The rate of net outmigration has 
, slowed considerably during the 1960's with only about 120,000 more people 
leaving the region than moving to it. From the standpoint of the work force, 
recent figures indicate that there has actually been a reversal in the migration 
pattern; there is now a net in-migration of workers to the region. 

Outmigratt:6ri"^luring the 1960's was inversely correlated to population density. 
Counties in which there was no city with a copulation of more than 2,500 experi- 
ence<l nearly a 10 percent net outmigrati. n rate, which declined to virtually 
zero in counties with cities in the 10,000 to 50,000 populaUon bracket. CounUes 
witli cities over 50,000 people experienced a 1.2 percent net in-migration. 

It is apparent from these statistics that the Tennessee Valley is not imllke 
many other areas of the country which are experiencing population declines and 
sub.stautial outmigration rates in the more depressed rural areas. The region 
differs from most others, however, In that it is experiencing both the greatest 
growth and the highest rate of growth in its smaller and medium-sized toxcns 
and their environs rather than in its largest cities. According to available 
data, 63 percent of the increase in nonfarm employment in the Tennessee Valley 
region between 1967 and 1969 occurred outside of metropolitan areas.,2s'^ationally, 
the increase was only 21 percent. TVA believes that these types of growth patterns 
are healthy and should be fostered. Encouraging growth within small and 
medium-sized towns in rural areas not only strengthens Uiem economically but 
tends to relieve pressures in metropolitan areas. In human terms, it means that 
workers in an industrial society can live in pleasant, uncongested surroundings 
with ready access to natural amenities and recreation opportunities rather than 
in the slum congestion that has too often accompanied industrial employment. 
TVA has developed a number of projects and programs which have as their 
central purpose the improvement of economic conditions and the quality of life in 
rural areas. We believe these actions have contributed to the strong growth 
rates in the smaller and medium-sized towns in the region. 

One of TVA's major efforts in the strengthening of small towns is its Townlift 
program. The program is designed to revitalize existing communities so that they 
may be more attractive and satisfying places to live and work. It places a heavy 
emphasis on TVA's role as a conduit for technical inf onnation to the communities 
involved, but relies on the commimities themselves to implement the needed 
changes, TVA provides technical assistance both by making available the services 
of its .community and regional planners, economists, architects and engineers 
for preliminary planning, and by advising community leaders of other available 
public and private assistance sources. 

Each community has its own problems. In some cases the downtown area may 
be deteriorating, in others traffic congestion may be serious and in some there 
may not be sufficient industrial areas available to attract new employment 
sources. Since 1964, when the Townlift program was initiated, TVA has discussed 
prospective Townlift programs with some 90 communities in the region and to 
date 15 of them have undertaken Townlift projects. 

Pulaski, Tennessee (population 6,989) was one of the first cities to participate 
in the Townlift program. Its initial project was to refurbish the city square. 
Subsequently a program of individual storefront remodeling, interior renova- 
tions and relighting ha.«3 been undertaken by local merchants and tlic county 
courthouse wliich occupies tlie center of Uie square has been completely land- 
scaped. Local action of this kind builds enthusiasm that triggers other actions. 
In 1967, the city sponsored a community- wide beautification siin'ey which re- 
sulted in a number of local beautification projects including one which was 
awarded a HUD open-space utilization demonstration grant. 

Between 1967 and 1971, 16 new plants or plant expansions were announced 
for Giles County, in whicli Pulaski is located. When completed thoy will repre.sent 
an investment of over $12 million and provide 930 indnsti'ial jobs. Per capita 
income in Giles County increased by 65 percent between 1965 Hnd 1969 as against 
43 percent for the Tennessee Valley region and 34 percent for the Nation. 
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A C'oiJSidornbly broader TownliPt program was initiated in Oliver Springs, 
Tennessee {ix)i)uUition 3,^105) in 10(>7. This southern Appjilachian eoniiniinity 
lias dtvlined over the years as a result of reduced niijiin^ activity in the area 
and i^eriociic flooding. Working with TVA the conimiinity preixired a comprehen- 
sive redevelopment plan which included a local ilood control project, high- 
way improvements, a pnrk, a s^vimming i)ool, a waste water system, and a public 
housing project. X summary of the program and the various funding sources 
involved is attiiehed to my prepared statenient. Major TVA particiiwtion at 
Oliver Springs, apart from the planning assi.s*tiince, involved the construction of 
Indian Creek Channel which was conipletecij in 1070. The growth of this com- 
munity since its Townlift program began has been remarkable. A new conmiiinity 
bank has been built, three new residential subdivisions have been started, and 30 
of the 105 new homes proiX)sed for construction hnve been completed. Most im- 
portant, a "can-do" enthusiasm and a renewed local involvement in community 
affairs has replacecl the frustration and hopelessness that freipient floods anil 
economic dei)ression had created. 

TVA's Office of Tributary Area Development is also involved in programs to 
help stimulate the economy of rural areas in the Valley. Under this program TVA 
cooi^e.rates with st^ite agencies and citizens' development associations organized 
on the basis of sub-regions within the Valley. Initially the local citizens are en- 
couraged to make a resource inventory covering the entire area to determine 
both what assets they have to work with and what their major problems are. 
Then plans are formulated to identify wa^'s in which local resources might be 
nK)re eftectively utilized. In some cases these plans have identified water re- 
source projects as being keys to the development of a region; in other cases dif- 
ferent types of investment, public or private, have been identified as of first im- 
portance or as essential comi>anion elements. 

In the Elk River area, for example. TVA constructed the 10,700-acre Tims 
Ford Reservoir whicii was impounded in the late 1070. During the early planning 
for this project the Tennessee Elk River Development Agency (chartered under 
State law) and TVxV worked closely together to identify opiX)rtunities which 
uiight maximize the economic contributions of the reservoir to the area. Although 
the reservoir has been in existence for only a ViWe over a year, a privately 
financed .$3 inillion resort and recreation complex is now nearing completion. 
On the shores of the lake, residential development is undenvay and plans for 
privately developc^l marinas, campgrounds and other^ recreation facilities are 
activelj' being pursugd^ 

In the five years'ToU owing the start of construction on Tims Ford Dam, in- 
dustrial- Arms announced plans for eleven new or expanded facilities in the 
resen'oir area. These facilities will involve an investm.ent of more than $4.2 
million and provide employineut for nearly 500 ix'ople. A number of nearby com- 
munities have undertaken improvements in their business areas ancJ several of 
them are working together on studies for area-wide water and sewer service. 

Another type of Tributary Area Development project is undenvay in Lee. 
Wise, and Scott Counties in southwest Virginia. This is an area of small farms 
and relatively high unemployment and underemployment. It is typified by steep 
terrain and virtually no flood-free level land on which substantial industrial 
development could occur. Following nuich the same pattern as in Oliver Spring.s, 
TVA assisted' the local multi-county agency in marshaling the necessiiry financial 
and technical assistance to develop an industrial park at 'Duffield. TVA con- 
structed a channel to provide flood protection at the industrial park site and 
development of the site is being undertaken with other federal, state, local and 
X>rivate funds. Perhaps the most significant element of the Duffield project is the 
successful cooperation among three counties and a city to develop a mutually 
l>enoficial project which could not have been undertaken by any of them in- 
dividually. This is a feature of the Tributary- Area Development program on 
which we place considerable empha.sis. 

In addition to projects such as those I liave described, -the Tributary Area 
Development program includes a wide "range of activities d^sigri^d to improve 
the quality of life in rural areas. Tliese include technical assistance in the devel- 
opment of solid waste collection and disposal systems and junk-car removal 
programs, and assistance to local education leaders and government officials in 
improving the quality of their services and the efficiency of their oix^rations. 

The projects and' programs; I have just described have t>e^Mi developed dur- 
ing the past decade or so. In addition, we are studying new ways in which we 
can help to both strengthen the economy and improve the quality of life in the 
Tennes.^ee Valley region. Two such programs involve what might broadly be 
called new commimi ties.' 
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One, TlmberUike, is being planned for development along the left bank of 
Tellico Reservoir, on wiiicii construction began in 1067. Tellico Reservoir pre- 
sents an unnsual opportunity for major ind us trial and recreational development 
which is expected to create some 25,000 jobs. Recognizing the i>osslble dangers 
of instant urban sprawl which might result. TVA has worked closely with 
local units of goveruiuent in pUinnlng for residential development and for urban 
and governmental services. This planning showed the need for a socially 
balanced new community of 50,000 people, planned to tlie highest developmentiil 
standards, offering a wide range of amenities, and closely linked to the sur- 
rounding rural area. TVA and the local units of government envision Timber- 
lake serving as an urban center with strong educational aJid govemnient service 
links to the surrounding area, A map showing the results of this planning effort 
is attache<l to my prepared .stiitement. The three project area counties have 
begun to explore means of cooperatively improving their education services and 
two of them have formed a joint urban services system which is in the proceSvS 
of establishing a water system and which later will provide sewer and solid 
waste services to the area along with possible industrial environmental pro- 
tection services. 

The other new community type development is quite different, encompas-sini; 
an area of some 1,000 square miles which includes over a dozen coimn unities. 
A few years ago several interested groups in tiiis Lower Elk River area became 
concerned with the^:f>oi>ulation and economic decline of the rural parts of the 
area as NN'ell as with the loss of job opportunities for many people who wanted 
to continue to live there. The group also recognized the environmentJil problems 
associated witli developmental prograuis relating to such areas. After discus- 
sions with TVA, the group 6une up with a proposiil for the redevelopment of 
the area that would provide'a new alternative mode of rural living to workers 
in the towns and in the high^ix)wtli centers tlwit border tlie area. Development 
would be designed to preservr the openness and the rural atmosphere yet pro- 
vide a lilgh level of se-rWces and amenities. As an e-vample of the directions in 
which these local rural-oriented groups are moving, your Committee may be 
interested in tliis particular groupis stated goals for its area : 

1. l^rovide a range of choices in li\ing conditions in the area by : 

a. Upgrading existing urban centers Pulaski (Pop. G,980), FayetteWlle 
(Pop. 7,030), Athens {Pop. 14,360) 

c. Developing new rural neigh bo rho<xl communities (size about 2,500 
people) 

2. Maintain the natural beauty and openness of the area 

3. Improve job opportunites in existing towns and provide for ready access 
to jobs outride the area 

4. Provide housing for a full range of social, economic, and racial groups. 
TVA is working closely witli the residents of this area in the development of 

what we hope will be a model for many siniilar areas throughout the country. 

In conclusion I have several observations. The statistics I discussed at the 
beginning of my remarks indicate tliat the TVA region is experiencing rural 
and small-town growth patterns quite different from the national norm. We have 
great optimism about the ability of the region to sustain this type of growth, 
and about the new. opportunities it offers for an improved life-style in an industrial 
society, AVe see a need to continue and expand our efforts to encourn«-A it. 

The types of activities we engage in involve close working relationships witJi 
State agencies fuid with citizens groups and planning and development units at 
the grass-root^ level. In some cases a substantial federal investment is involved, 
but in many others the price tag is quite low. Often a stagnant or deterioriating 
area can change drajnatically through modest federal efforts wliicli provide the. 
temporarily needed skilled personnel and the necessary' initial guidance to trans- 
late the desire for a better community into a realitcy^ Once the initial impetus has 
been provide<l, we have found that local leaders have a remarkable ability to 
sustain and expand such efforts. 
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AVe have been asked to j?ivG our views on the parts of the report of the Com- 
mission on Population Growtii anti the American ITuture that deal with the 
future of depressed rural areas. 

As I mentioned earlier, the growth patterns in the Tennessee Valley re^on 
differ from the national Jiorm in that rural counties with cities in the 10,000- 
50,000 population bracket are exi>erienclng very good growth rates. In our view, 
the growth cejiter concept described in the report should be expanded to Include 
the smaller cities such as those that are doing so well In our region. The report 
also states that it might be prudent to plan for the decline of certain decaying 
rural areas. In some cases this might be the best course, but we believe careful 
consideration should first be given to the use of the types of projects and pro- 
grams I have described. We believe that such Investments provide a very sub- 
stantial return. They help Improve the quality of life now available in rural 
areas. Tliey pro^ide needed alternatives to the congestion problems inherent 
in a metropolitan life style. And, perhaps of greatest importance, they help 
reduce existing pressures on troubled metropolitan areas. 

I appreciate tlils opportunity to present TVA's views. 

TOWNUFT PUBLIC PROGRAM FUNDING, OLIVER SPRINGS, TENN. 



Project 



Cost Source of funds 



Status 



Indian Creek Channel , 

Public housing 

Burney Ave. (27 units) 

Tri-County Blvd. (48 units). 
Wastewater system , 



$1,770,000 TVA Complete Junt 1970. 

1,600,000 HUD 



I, 288, 000 



Plant 

Collection system. 



Arrowhead Park.. 



Municipal swimming pool. 



Wartburg Bridge. 



Kingston Ave. Bridge 

State highway 61, bypass.. 



,319,000 HUD 

208,000 FWPCA........ 

126,000 ARC 

85,000 WPC-TN 

550,000 Oliver Springs- 



Occupied June 1970. 
Construction start February 1972. 



Complete June 1970. 
Under construction. 



150, 000 Application funded April 1972. 



75,000 HUD 

75,000 Oliver Springs.. 



75,000 Application funded April 1972. 



37.500 HUD 

37,500 Oliver Springs., 



150,000 State highway Opened December 1969. 

department. 

150,000 TVA Opened July 1970.. 

3, 500, 000 State highway Construction start 1973. 

department. 
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Mr. Klxtczyxski. And you understand the situation this morning. 
I am sorry that we do not have a good attendance liere this morning. 
We are all interested in that great agency, the Tennessee Valley 
Authority. And we are very, very happy to have you before the 
committee. 

We have many questions that we would like to ask you, but we 
cannot do it this niorning. So we will appreciate it if you will answer 
our questions for the record. 

Mr. Wagner. You will give us questions and ask that we submit the 
answ^ers in writing? 

Mr. KLtJczYNSKi. Yes. 

Is there anything you want to say to the subcommittee? 

Mr. Wagner. I want to say that we do appreciate the opportunity 
to appear before you. And this is ceilainly a very important series 
of hearings that you are embarked on. We know of your interest in 
the area. And we recall the visits that you have made to the Tennessee 
Valley and your interest in the rural development activities tliat are 
taking place there. 

I thinlv the only thing that I might say is tliat in the Tennessee 
Valley, somewhat different than the rest of the Nation, our greatest 
population grOAvth is taking place in the smaller towns and the rural 
communities, largely based on the fact that there are a great many 
citizen organizations there which are looking at the resources that 
they have to work with, and they are attracting industry to their 
areas, and as a result, jobs and economic growth that are suited to 
their particular circumstances. And the details of this and some exam- 
ples are given In my prepared statement. 

Mr. Kluczyxskt. Thank you. 

I have been there several times. And I always got that southern 
liospitality. And I have always been happy and proud of the Ten- 
nessee Val ley Au tli ority . 

Gentlemen, you imderstand the situation this morning. I am very 
sorry, but we just cannot go on. I don't want to call the witness bacic 
tomorrow. So, Ave Avill let him go back and take care of the TVA. 

Mr. Wagner. Thank you. 

Mr. Ki^ucz:i-:N'SKi. As I said before, we will send you the questions, 
hoping to have the answers for the record. 
Mr. Wagner. Thank you. 
(The questions and answers follow :) 

Select CoAf^rnTEE on S^^call Business, 
House of REPRESENTATi\Ti]s of the United States, 

Washlnf/t07i, D.C., May SO, 1972, 

Hon. Aubrey .T. Wagner, 

Chainnxm, Te7mGSsee Valley Authority . 

Knoxvlllc, Tenn, 

Dear Mr, CnAiR^rAN : This is in reference to the recent hearings by our Sub- 
committee on the future of small toum ami mral America. As j^oii know, I indi- 
cated that we would appreciate your answering some questions for the record. I 
aca mccy tk^t-w^ w-eve not ai^te to cottiplet^ th^ rings as scheduled. 

The Subcommittee undersitands that during the current fiscal year, the Tennes- 
see Valley Authority has oxi)ande<I its Agricultural Projects "program planning 
and analysis" to include 'MndeptJi studies of rural-urban migration and the de- 
velopment of plans to improve rural resources development". 

1. How are these studies being conducted ? 

2. "How many persoimel are being utilized for this purpose? 
8. What is the .status of these studies ? 
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4. When ulll they be made public and published? 

Your early attention to the above will be most appreciated. 

Wit±i warmest personal regards and best wishes, I am 



Sincerely y 




wnd Urban Areas, 



Te:^nessee Valley Authority, ... 
Knoxville, Teiin,, June 13, 1972, 



Hon. John C. Kluczynski, 

Chairman, Stibcommittee on Small Busijiess Problems in Smaller Toicn^ and 
Urban Areas, House of Representatives, Washinfjton, D,G. 
Bear Mr. Kluczynski : This is in resi>onse to your letter of May 30 requesting 
information about studies of rural-urban migration conducted In connection witli 
our Agricultural Projects " program planning and analysis." This activity is con- 
ductecl primarily to improve data for planning TN'A's regiomil agricultural re- 
source development programs. For these and other development programs, we 
have for many years studied various aspects of rural-urban migration. We recog- 
nize that the maj:erials TVA uses for internal planning are often useful to otiiers, 
and in some instances the results are published or prepared in written form suit- 
able for distribution to agencies and individuals outside TVA. 

Our labor mobility studies are based ou the 1-percent sample of the *'Old Age 
and Survivors Disability Insurance" (OASDI) data file from the Social Security 
Administration's Continuous AVork History Sample. Tlie file consists of data for 
states and counties for the years 1957 through 1968 on an anjuuU basis and in- 
cludes botli tlie employee-employer file and the self-employed, file. TVA has merged 
these two datii files for the entire United States. 'In this respect our data file is 
unique. As a result, the movement of workers- and self-employed i)ersons and their 
classification by industry of employment, gcnVgraphic location of employment, age, 
sex, race, and income can be traced. We liave recently received data for the first 
quarter of 1970. This information, along with data for the first quarter of otiier 
vears, is being usecl in a study tliat examines the growtli of the labor force by age, 
sex, race, income, industry of employment, and 4ecatiOn of employment for the 
Tennessee Valley region and tlie Southeast for^the periods 1960-1905 and 1965- 
1970. Results from the study will be presented later this month at a symposium 
entitled ''The Labor Force: Migration, Earnings, and Growth," which is being co- 
siK)nsored by TVA and the Social Security Administration (SSA). We plan to 
publish the proceedings of tJiis symposium. 

In 1972, 2.8 man-years of time were budgeted to the entire activity— pro- 
grain planning and analysis.'' Within this program category, one-half man-year 
of professional and one-half man-year of clerical time were devoted to social 
security data studies in the Division of Agricultural Development. In addition, 
other TVA staffs provided limited assistance in the form of supplemental data, 
review, and analysis. i , ^ 

Several sutdies have resulted from this activity. The completed studies include 
four that have been published and three papers that were presented by their 
authors at meetings of regional scientists and similar professional organizations. 
One of these will be published in the 1972 proceedings of the Southern Regional 
Science Association. Mention has already been made of the study, nearing 
completion, that will be presented at the TVA-SSA-sponsored symposium. Other 
studies related to rural-urban migration are planned. 

A list of the migration studies we have undertaken is enclosed.^ Copies of 
completed studies are made available to interested organizations or individuals 
upon request. To date, several hundretl copies of the published reports and 
papers have been distributed. In addition, our computer processing and program- 
ing of the data have enabled us to provide computer programs and data on 
magnetic tapes to meet tlie research neeAs of such organizations as regional 
planning commissions, university research bureaus, and others. 



Sincerely yours. 



Aubrey J. Wagner, 

Ghairnian, 
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Labor Mobility STirDiES bt TVA 

PuUiahed Studies 

Movement of Labor Between Farm and Nonfarm Sectors and Multiple-Job- 
holding by Farm Operators in the Tennessee Valley, Bulletin T67-4AE 

Mobility of the Tennessee Valley Labor Force, 1957-1963, Bulletin Y-23 

Contribution of Farm Labor to the Nonfarm Labor Force in the Tennessee 
Valley, 1960-1965, Bulletin Y-24 

^Metropolitan Labor Force Migration in the Southeast, 1960-1965, Bulletin 
Y--39 

Other Studies Completed 

Movement of Labor Between Farm and Nonfarm Sectors of the Tennessee 
Valley 

The Mobility of the Tennessee Valley Employed Labor Force 
Some Policy Implications of Labor Mobility in the South With Special Re- 
ference to the Tennessee Valley Region 

Stvdy in Progress 
^ Reflections on the Future Growth of the Southeast 

Mr. Kltjczyi^ski. The hearing is adjourned until tomorrow morn- 
ing at 10 o'clock. 

(^^Tiereiiponj at 10:15 a.m., the hearing Avas recessed, to reconvene 
at 10 a.m. , Thursday, May 4, 1972. ) 



^ Corapletecl or scheduled to be completed In fiscal year 1972. 



THE FUTURE OF SMALLTOWN AND RURAL AMERICA: 
THE IMPACT ON SMALL BUSINESS 



THUBSDAY, MAY 4, 1972 

House of KEPRESENTATn^Sj 

SUBCOM:>tITTEE ON SmaLT^ BUSINESS PkOBIJ3MS 

IN Smaller Towns and Urban Ajreas of the 

Select Committee on Small Business, 

Washington^ D.O. 
The subcommittee met, pursuant to recess, at 10 a.m., in room 2357, 
Rayburn House Office Building, Hon. John C. Khiczynski (chairman 
of the subcommittee) presiding. 

Present: Representative Kluczynski. 

Also present: Representatives Bergland and Lujan of the full com- 
mittee; Donald B. Roe. subcommittee counsel ; John M. Finn, minority 
counsel ; and Myitle Ruth Foutch. clerk. 

Mr. Kluczynski. The hearing will come to order. 

Today we continue with our hearings on the future of smalltown 
and rural America. 

Witnesses this morning will include the Honorable Robert Podesta, 
Assistant Secretary for Economic Development, Department of Com- 
merce; the Honorable Samuel Jackson, Assistant Secretary of HUD; 
and Mr. Alvin Jones Arnett, Executive Director, Appalachian Re- 
gional Commission. 

Before calling our first witness I would like to announce that we 
were unable to complete our schedule of witnesses yesterday. This was 
due to circumstances beyond our control. However, the hearings may 
be resumed within the next few weeks in order to complete the testi- 
mony. 

And as you know, wq were supposed to have the Secretary of Agri- 
culture yesterday morning, and we had to postpone that imtil a future 
date. The committee will be very happy to hear the testimony of the 
Secretary. 

And now our first witness, the Honorable Robert Podesta, Assistant 
Secretary of EDA. 

Bobj you have the floor now. It is up to you, and you may do it 
in your own fashion. You have been a very good friend of mine for 
many years. You are doing a wonderful job, and I hope you will 
continue. It is nice to have you here before this committee. 

TESTIMONY OF ROBERT A, PODESTA, ASSISTANT SECRETARY TOR 
ECONOMIC DEVELOPMENT, DEPARTMENT OF COMMERCE, ACCOM- 
PANIED BY JERRY CONROY, GENERAL COUNSEL 

Mr. Podesta. Thanlc you, Mr. Chairman. Maybe I had better quit 
while I am ahead. 

. (91) 
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Mr, Kluczyxski. Mr. Bergland. , . -r u 

Mr. BrnRGiAXD. Mr. Chairman, before Mr. Podesta begins, I would 
like to compliment Inm and his agency on its activities m about 20 
counties in the district I represent. They have done a marvelous ]0b 
in helping people who without their help would probably have been 
driven out of the niral areas into the cities which are already over- 
crowded. 

Thank you for your able administration. 

Mr. Podesta. Thank you. ■ 

Mr. Kluczyxski. Mr. Lujan? 

Mr. LujAX. Mr. Podesta knows that in our district we have a lot 
of contact with EDA. And it-is one of the agencies that we really leel 
that we can go to for help. We want to thank you for alll you have done 
in our area. 

Not only in the small towns, but in the Indian reservations, iiiJJA 
has been very helpful to us. 

^^Ir. Podesta. Thank you, Mr. Lujan. 

Mr. Chairman, I must start by saying that it is vei7 gratifying to 
hear the people with whom we work say that we are responsive and 
at times helpful. And I appreciate the chance to be before the sub- 
committee and to present the Anews of the Depaiinient of Commerce 
and of the Economic Development Administration on our economic 
development efforts reiating.to rural America and smalltown Amer- 
ica, and the impact of those effoiis on small business. 

The primary ingredients of the EDA program to fight problems ot 
unemployment and low income are public works grants and loans, 
business, loans, technical assistance and plamiing and, pui-suant to 

" the 1971 aniendinent to our act, a public works impact program. 
Although EDA does not have a specific mandate to concentrate on 
rural and smalltown America, many of the areas designated pursu- 
ant to our act are in that area. We have aided these areas and we 

--lmwTimde-u~beiieficiaHmpact-on-thenvand"thei^^^^ 



figures show that through fiscal year 1971, 85.4 percent of our public 
works moneys were marked for expenditure for such areas. This has 
amounted to $893,140,000 since EDA's inception in 1965. Since 1965, 
$253,025,000 in business development funds has been advanced m such 
areas which amounted to 89.3 percent of total funds available in this 
category. 98.2 pei-cent of our planning grants, $25,108,000, since 196p, 
has i?one to non-SMSA's, those parts of the country with which this 
committee is concerned. And 47.8 percent or $30,871,000 of EDA's 
technical assistance moneys has been spent in these areas in the same 
period of time. i u • 

Let me break down the figures in a different way. Since the begm- 
nihg of iEDA in 1965, through June 30, 1971, we have provided to 
areas ^vith. populations of 50,000 or less, which can be categorized as 
smalltown America, 2,385 public works and business loan projects. 
Total EDA investment in these projects has been $1.1 biUion or aboiit 
90 percent of all our public works and business loan funding. It is 
estimated that this has triggered about $2.2 billion of private invest- 
ment. Public facility loans and grants have provided the basic m- 
frasti-ucture which must be present in rural and small town Ameii^pa 
to attract private capital investment in industrial and connnercial 
enterprises. EDA funds have made it possible for many of these small 
towns to develop industrial parks ; to construct needed access roads for 
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the niovenisut of goods and pcLSOiuicl; to coiisfcruct regional technical 
skill centers for trainhig oi: tJic labor force; and, otlicrwise to make 
tJ\e connniuiities more attractive to industry. The returns on the basic 
investments in needed public facilities are very satisfactory. Onr 
evaluations show tliat for every $229 of EDA public Avorks funds, 
one new job is created in new and/or expanding busuiesses. 

One of the prhicipal strategies used by EDA in assisting rural 
areas in the ''g;rowth center'' approach. This approach calls for the 
selection of a growth center, a small town, or city not ON'er 250,000 in 
j)opulation, located within an economic dcA'clopment district or rede- 
^'elopment area and an integral part of the overall econo: j .j develop- 
.jncnt pjanjor that.,a ixssistance at 

tlio growth center, we hope to push it into an ccojioniic upswing which 
Avill difFiise itself throuo-liout the area or district and provide an 
alternati\'e to migration that might otherwise go to urban areas. EDA 
has invested more tlian $201.8 mil lion in growth centers. 
^ EDA makes many loans to small businesses which are ineligible 
for Hi>A loans. We also feel tlnit loans we make to larger companies 
locating in rural or smalltown America create a climate in which many 
smalt bushuisses, either local subcontractors or the community's iren- 
eral businesses, benefit. We have examples where such loans liave 
created substantial direct nonseasona.l employment,- increased the 
proi^erty tax base; and allowed the connnnnity to upgrade its social 
services. 

No\y, I would like to tell yon how we help smalltown and rural 
America in identifying its problems. 

TJic technical assistance program has responded to a variety of re- 
quests from miits of local govcnuneut and nonprofit local develop- 
ment coi'porations to examhie the feasibility of exploiting natural 
resources such as mine rah timber, and agricultural production and lias 
undertaken preliminary examination of rural industrial location de- 
velopment. Some of these l atter have invob-ed the reu se of snrphis 
nxilitary establislunents and tlve assessnuvnt of the economic potential 
of interstate highway interchange locations and airport related indns- 
trial growth. ^ - \' 

Of particular im])0!-tauce has been examination of industrial po- 
tentials of sites on existing n.a\-igal.)le waterways and of newly con- 
structed aid.s to navigation. 

The technical assi.^tance program has also assisted in the establish- 
numt of resoui're cent-er^ at numy universities located in or near con- 
centrations of low level or declining rural bu.siness activities. 

The advor^^e social dynamics of riu'al areas i-eqnire contimnil study 
of the^ problem in any given place, isolation of its clement-s and plan- 
ning for and providing meaniiigfid solutions. 

Fir.st, wo recogjiize the significance of regional migration flows and 
support a number of re.searcli, projects to identify and explain these 
migratory flows. This research, has helped to pinpoint the nature of 
the flows of people among the various places of our Xation and t^ie 
(kunogra|)hic compo.sition oi' Micse migratory flows. That is, wo at- 
tempt to identify which j)eople are more likely to move and to which 
places they arc likely to go. 

EDA also studies the relationships between cities as well as among 
these citie.s and the rural areas of Ajuei'ica. It has been po.ssihle to 
classify cities according to their surrounding urban places and rural 
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hinlcrlaiKls by tlio economic, fimctioii^^ they perform. T\m jvork js ro- 
latecl to the role of i!;ro^vth centers ns pregenitors of regioniiQ, o.qQnWK\^-^ 
development and l\elps clarify the role of growtli centers in regional, 
development programs. 

Second, EDA has undertaken an industrial location plannmg 
system intended to develop information about the industrial resourci> 
requirements of growth manufacturing industries and compare these 
requirements AvitJi the resources i^vail abilities of EDA's redevolop- 
nient areas and growth centers. Areas vrhich, experienced the specific 
matching of these resource demands v;ith resource supplies, could 
then go directly to manufacturing industries which might be attracted 
To Tliem^ were tliey awai^^of their exi.^tence7 

It is ama.zing— to digro'^-s for a minute from my prepared state- 
ment — how many ]>laces in rural America, are so small that they simply 
do not ha.ve the expertise or tlie tools avtiilable to find out wlio they 
l\^ould go to to attract people. They don't even laiow the first step. And 
we try to help tliem do that. 

So^that industries in search of new industrial sites would be in- 
formed iibont the attractiveness of these redevelopment areas ai\d 
growth centei-s. 

One example. ]Most people thi]\k that businesses are turned on by 
railroads. Some of them are. Ihit since the highway system — which T 
nudei-stand the Chairman has some interest in— have been in place, 
railroads have lost tlioir impoj'tance as a number one reason why some- 
one would ao someplace. And we estahlislied that by going out and 
actnally talking about soirrcthhig, aslving what factors ai'e iinpoi'tant, 
jtvater. people and so on. 

Third, w^e liave funded research on some broader policy questions 
incinding analyses of the regional effects of the family assistance ]ilan 
as well as the regional impact of introdncing either general or spccia? 
revenne-shr.i in g programs^ For example, EDA is stndyhig hovr migra- 
SorTaadlalJol^foT^ 

workei-s, are likely to be afi'ected by soTue national family income 
minimum. EDA-suppoi-ted research is also looking into the net effect 
of introdncing revenue sharing in place of expanded categorical 
o:rants-in-aid programs with various revenne raising tax programs 
being used- to fund the revenue-sharing rn-ogram. 

I believe I can say unqnalifiedly, Mr. Chairman, that EDA has 
nnder constant scrutiny many of the problems of rural and small town 
America. AVe are trying within our legislated responsibilities, to 
respond to those problems. AVe know we have a good deal to leai-n 
even vet, about the potential inherent in the tools we now ha\'e. Bwt 
we mean to continue our effoits, continually evaluate results, and, 
whereAxr posi^ible, make the changes necessary to do wliat we like to 
do best: to help people who help themselves especially in rural and 
smalltown iVjnerica. 

Thank you. 

■JNTr. KncczTxsivr. Thank you, Mr. Podesta. 

Do you see the groAvth center approach as a means to stem the tide 
of migration? 

'Mr: Podesta. Yes, we do. I will give you my personal assessment 
of that, ^Iv. Chairnnin. 

The growth center idea really didn't gi'ow up in this coimtiy, it 
grew np abroad. They are called gro^i^h polls in Europe. In my job 
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I found luysoir a member of the Coinmittec of tlie OECDO Eoirional 
Economic l)evelopinenb. And 1 have disc^ovGrcd that th is idea is a basic 
idea. 

Now, if you read the paper this niorinng far enoui^h you would see 
that in Brittany at the iiiomout there is a strilce. Tiiey had a regional 
growth center theoi-y, and tliey ave haniig ti;ouble with it. 

So, let jne preface my answer by sayiiig, there are great diifeieiices 
of opinion about what the size of a growtli center shoukl be. Our legis- 
lation says it can't be over 250,000 people. But some of our resource 
grants come back and say, a growth center can't be under :^.10,000 
people. 

Xow,-my assistant,j\Ir.JBlQ.untj_wJ}i5is_a 

it <?rew from 1,500 to 24,000, and in. Ihs book that is a^growth center. 

So. we think it does work. We think it doesn't work in Hie classic 
way that some people tliink it shouhl. In other Avords, you lia^^e a dis- 
trict — here is a distressed area, there is a growth center tliere, put your 
money there, and these people instead of going to the ghetto in Chi- 
cago and New York will stop oil there. And they tend to measure the 
growth center by how jnany guys really got jobs. And it is too early 
to prove tliat that really happens. AVe really wonder whether that is 
tlie way you should measure it or not. 

So, our answer is yes, tlie expert lias some promising results, but 
tlic retui'ns are not in on growth studies. 

IMr. Kxurc^YNSKT. AYhat studies do you have underway now in 
r(*ga.i;d to rural development ? 

.\rr. PoDK^-TA. liavo a whole catalog of them wlvich T vrouhl like 
to :'n[)ply for the record, and speclRcally what we are doing. 

Mi*. IvLrczYXSKT. I would appreciate it if you would sup[>ly that 
for tlie record because I would like to have it. I am sure that the 
members of this committee are very mucli interested in that. 

It is a pleasure for me to liave you before this committee. And I 
want— to-compli-men4;--yo4i-4*ar^^ 
time I want any information I call there, and within hve minuttes 
I have the answer. 

Mr. PooKsiw. ^Ir. (Miairmau. I was derelict in not introducing my 
chief counsel. Jerry Conroy. He is a graduate of Kotre Dame and 
Georgetown University. And we middlewesternei'S dojft mind him 
coming down to Georgetown. 

Mr. Ku'czYxsKT. AVhat is the name ? 
ifr. PouBSTA, Conroy. 

^Ir. Klijc'zyxski. I' thought they were all Poles and Litliuanians 
there at Xotre Dame, and that is why they had such a good football 
team, 

Mv. BKRcir.AXD. Xotre Dame at one time had a Xoi wegian foorhall 
coach. iTr. (^hairman. 
Mr. IvLrczYxsKT. I heard about that. 

I am happy ^Ir. Eei^gland and Jfr. Lnjan are here today. I hap- 
penod'Ho he in Mr. Lujnlvs part of the country last summer and ho>- 
is doing a maiwelous job out there. So, you must be all right to ho 
praised by both a Democrat and a Eepnblican. 

Any questions or comments. Mi*. Bergland ? 

;Mr. pEnoLAXD. Yes, I have a couple of questions, Mr. Cliaii-man . 

^Tr. Secretary, the public works impact program is relatively now. 
What is you r anthorization in terms of money ? ' 
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INIr. PoDKSTxV. Jerry, what is the- uutliorizatioii ? I know the dolhirs 
you have. 

Mr. BEUGr.AXD. How much money do you hxvi\ let's put it that 

^vi^y* 

Mr. CoxKov. Wq are authorized to spend up to $50 million. 
Mr. 1\)DESTA. This year, fiscal '72. 
Mr. ]5eugland. Has that moiioy boon appropruitcd ^ 
Mr. CoxHOY. Our authorizations and our appropriatious arc so 
iutermiiiglGd in this public works impact progriun that it is hard to . 
give you an ordiuary straightforward auswer. AVo^ are authorized to 
spend between 25 and 35 perceat of onr appropriation. Our appropri- 
ation i-s about $106 nVillion. So, wc caiiapciid up to.yO.. . ^- 

Mr. PooESTA. ^Yh^t happened is, the appropriation in Title 1 is 
$1.06 million. The lauo;uao'e said, you m ust spend no Jess than 25 or 
more than 35. And tlieu there was a supplemental. The net result is 
that we ha.ve $50 million to spend in fiscal ■72. "[n our fiscal 73 bud^^et 
we have V.sked for, assuming it is a level budget, the 25 percent, wMiich 
is what the Congress told us to do. So, we have spent, I think, obligated 
jn.st a bit nnder $50 million, ^vhich is all we have for tliis fiscal Vcar. 
And beginriingy uly 1 we will have $27 million to spend on these kinds 
of projects. . • 

Mr. Bkugt^axd. Do yon have any idea how many projects have been 
submitted for approval under this Title beyond wliat you have been 
able^?<j *nithorize? 

Mi, »\)nESTA. We have antJiorized 20-1: in 49 States, I know that 
nimiber. But I would sav — T can find out the exact number, bnt it is 
also a difficult answer to give you exactly, because it is misleading. 
We intended— the public worlcs jn'oject is what w^e called it. It is a 
different w-ord than accelerated public works, because that is an in- 
flammatory word Avhicl 1 [)eop]e are against even before they loiow^ what 
is means. But we called it public Avo^rks impact projects, PWIP. That 
_j:^r^ear{is4n-om^a-t^ay4^o^le.st4i^w'4r^^ — 
it milP, which would be the White House Impact Projeet, but they 
won't let me get by with that. 

What we set out to do was to see whether you really oonld put 
])eople to work with accelerated public works. Wiien I te.stifi.Mi against 
accelerated public works ! was very unhappy with the backup of tlie 
opinions expressed. And with the fnll approval of the White House 
we s(ft out to see what wonld happen if we i-eally tried to short circuit 
everything. You can't short circuit the environmental impact States. 
We got l)v witli that. ^Yo had so many coming in that we picked que 
Avhere it \vasn't a factor. Tliat may not be fair, but v/e were trybig 
to put people to worlc in immediate nsefnl w-orlv, wliich turr.cd out to 
be constrnction. The key thing about the. legislation is that it did not 
require an. overall econonvic development plan, which is usually the 
tiling that people don't vuiderstand. 

The area becomes eligible, it is designated, and then they say, wliere 
is the project? You come up wdth an^conomic development man and 
hei-e is the monev to put it together but it takes a long tinie, and people 
get fi-nstrated. So, in this case you don't have to. >Soj if the ])ro]ects 
are on. the shelf — we w'rote some^'ery rigid guidelines, in other worcls, 
Avlien did you get going on this thing, when did you start, wlien did 
yon break' gi-ound.' And in order to\to that— I am backing into an 
answer to your question. — ^we said, conic on. bring them in. So ordi- 
na.rily atc wouldn't have encouraged that many. Bnt we had to sort 
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them out as tlioy came in and as tlicy fitted the specification. So, I 
tliLiik at one tiiiie we .had almost $85--nullion wovtli when -we said, 
doirt take any more api)licatioiis. And so that is about it. 

Tlie actual number of applications we liave is a figure- we can sup- 
ply. But in\dollars— incidentally, these turned out to be rather small 
projects. -We couldn't spend — e\Tiybody wants to build a do]ne sta- 
dium. And \Yhat/I said, Mr. Chairman, to one guy, I said, have got 
1(5 tickets to the Cliicago Bears, and if -we are going to build a dome 
stadinm you knoAv where I am gohig to build it."* 

But wo couldn't respojid to a dome stadiiuu with that amount of 
nxoney. That Avould take over $50 niillioji. But I think the average 

projcrt tniTOct ont to be under $:100,()00. We put a-liniit of $i)n(},T}(}0" 

because we didn't have very *mnch money and w^e "wanted to s^Dread 
it out. 

-\fr, 'Bej{Gl.vxd. Did yon get the instaiit results you were after ? 

IMr. PoDES'iw. 3Vo are measuring rhnt now. Our target was to break 
ground by February lo wilh tlie first: $27 million tluit we had. We 
actually brohe ground on the first project on January G. Ihit some 
projects — and one in tlie District wliicii we are very 'anxious to do 
over at Anacostia, and v.diich (:he ^Mayor is very anxious to do, has 
been on the planning she]f for G years, and he'has never been able 
to get the ]noney. It is in an. area of \-ery high unemployment -where 
all tlie public housing is. It is a reereation center. And' he wants to 
break ground and I vvan.t to break groujid. But it hicludes a gvinna- 
sium. and it is too snudl. The kids say, w]iy caift Ave ha\-e a rea-ular 
gymnnsiiim { I was a basketball player one time Avhen j-ou didn't ha\'e 
to^be 0 feet 9 to play and I can uiuierstand why they want a big one. 
Who Avants to play on a small floor v:hen you can briild a bigger one? 
J We am investiga[-hig the job, and we ex])ect to be able' to report 

ri\ to tile Oflice of jranageuient and Budget tind to the Congress exactly 
■what liappened. But it i.s too early in the ball game to say now\ 
- ~>!Trir:^T5KiTTZv^n?r~On:eriu3t~qnrBtio^^ 
regular EDA grants for public facilities. 

Is it necessary that a connnunity be witlvin one of the economic 
development regions before -you can approve such a request ? Xot all 
States ha\-e these economic development districts. 

Mr. PoDKSTA. Economic cle\'elopment regions. 

The District thing says, you can put counties together, but at least 
two of them must be eligible areas. And then you can put a growth 
center outside of 'there, and w^e can put our money in the growth cen- 
ter or in the gro-wth spots. And if it should be someplace else, w\» can't 
do it. IVe liave suggested to tlie legislati\'e people that niaybe we ought 
be able^ to put a project o miles down tlve road, where tliere inay 
be a railroad or something else that will have the same thing. The 
result of this restriction is that we have got some very funny-looking 
growth centers, because obviously you have got to put a project over 
there, and we extend the boundaries if we are convinced that it is a 
good project, but that is a bad way to run a railroad. 

So/ the answer is that, wti.ih everything but our title III money, 
•which is the technical assistance money, you actually have to be eli- 
gible. With the title III money there is* a clause which says; "Whereas 
the Secretary decides.'^ That is how we get into the cities. 

Secretar}'' Jackson will tell his problems as compai'ed to ours. We 
work very closely toefi:ther, as T am sure he will tell yon. hi something 
they would love to do and wc are able to respond to. 
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Mr/BERGLAND. I wouKL nice tlic record to show that as a conse- 
quence of the pi-ograms of tlie Economic Development Achnmistratiou 
310 less than 5,000 new iobs have been created in my district witlim 
the hist 10 Years. Without these services there ^vould have been o,000 
more families crowded into the cities a^rauist their will I commend 
the Secretary and the agency. And I only wish they had 10 times 
more money. 

Thnnk yoik Mr. Chali-nian. / 
Mr, Kl-cczyxski. Thank yon. , J 

Mr. Lnjan? 

INTr. Ltt.tax. Thanl: von. Mr. Chairman. - '^}:.:, 

I ani sorry that Tdoii't have figures to give as toliow many ]obs have 
been created, but I can tell you that tliere have been plenty. , 
Onp of the areas that I thouixht was excellent for aiding 5,inall busi- 
nesses ^vas mineral resources. You mention that at page 3 ot your 

statement. -1.1 ji 1 ' 

Can von c:ive rne .^.ome examples of Avhat yon might have touncl or 
Avhat vve can do? AYe have a lot of public land that I think could be 
used to the advantage of small business. 

Mr PooESTA. Mr. Lujan, I wish I Avas more of an expert on that. 
Ami i also wish I had Avlth me my public AA'orks chief, George Ivarras, 
who would know about that, who was here wlicn I got there, and I am 
glad he staYod. , . 11 • o 

Ot- course, it is a romantic bushiess, themuieral business, borne peo- 
ple cominc; in are goinir to discover uranium and titanium. We have 
to sort it o\it to find the immediate impact. ^Yhat I would like to do to 
answer vour qnestion exactly is to come up Avith some examples as 
to what'we have done and what we have been frustrated in trying to 
do. • ^ 

Mr. T.rJAX. Wonld you have George do that? ^ 

__M rJBaiiES-Ti._v._S_iu:65 

Mr. T./r.TAX. Getting back on, the qnestion of economic giwth cen- 
ters thf* 250.000 pop Illation figure seems to cause us some problems 
around tlie country. Specifically let me ask you if it would be possible, 
in a county with disadvantaged areas and a city, which may not qualify 

as a disndvantaged area— islhat a proper term ? 

Air PooKSTA. It is as c^ood as any other. 

Mr. Lrj-AX fcontinuinir). Is it possible, then, to create an economic 
district, saf . of suri-onnding three counties plus the part of this ])ar- 
ticular cormtv iirqit^stion ontside of the city limits designatiuiz; only 
the citv as the;gro-\vth center and the on tlyi ng areus as undei*de\Tlo]^ed ? 

Mr. PoDP.^TA. Lot me ^{ive you some baclcground comments, and then 
I win nsk Jorrv Conrov to talk about what is possible. 

Tender the legislation as amended a year ago there is a special im- 
pact pro<rram. so tliat we can go in and carve out places withhi a citv. 
■ For exaim:>lo, thr». P.tockvards has louo- been o.n area that onginally 
was und^r somothinfr called a sudden and abrupt rise in nnemploy- 
ment. when tl\e nackinq- industry just piclxcd np nnd wont someplace. 
The Brooklvn Xavy Yard is another ch^s^ic one when the Xa^w closed 
it up P-nt nor: iu th.o lower Pn^'^ Sidf^ of Yev.^ York, and wlu^l v:o cnll 
tliA "^fid-^voF^ iuM^act nrea in Chicao;o. which is tho pUv^r. whei'c the 
burninrs took place after the nnfortunate event oP Dv. King's death, 
we have carved ont a place within a rity. And one of the things— the 
'first district that we have ever had --ith a bie: city that has just been 
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desiirnated is Son.(rlo.. Seat(-lo ilsolf is a inajor disas{:ar area employ- 
nientwise. But tlioro arc (M)untie.s around tlie^re, and it is tlie only dis- 
trict that Ave have fi^ot with a big city in it. That has only been desig- 
nated for a year, and we were watching it Avith interest. 
Jerry, would you say that is possible? 
' l[r. CoxnoY. Yes. tlnit is possibTo. But yon have to recall that the 

economic development difitricts — wo only work i]i two areas. One is the 
redevelopment ai-ea inside tlie district. And the second is the growth 
center. Asdiich is the economic dcvelopn\ent center, in the language of 
our act, outside the redevelopment area. 

So, we would be, of course, cinpowercd to work iiiside any redevel- 

" • " opment area in any city in there Tcgardless of its si^^c, or -regardless of 

its relntive impoverishment if the statistics for the whole redevelop- 
ment are as sh o w th at we on ght to be the re . 
• The incenti^'e, you see, is to designate growth centers outside of the 

impoverished county, so that we are empov>'ered to work both in the 
impoverished conntry and in a neighboring relatively healthy area. 

Mr. LiMAX/The only thing tliat cp.uscs the problem with this grovvt:h 
center is th.nt if yon were to put the whole county into the ecoiiomic 
development district, the entire county would exceed the 250,000 limit. 
Tlie city is ju.^t a hair below 2fj0.('00. We arc lookiiig for a plan, 
frankly, to get the entire connty into the economic de\'eloi)ment dis- 
trict. Maybe we ought to pursue it a licile further. The specific exainple 
^* ? . . ^.that I an'i referring to, of course, is Albnqnerqne, which is jnst below 
250,000. Bnt Bernalillo Conuty is somewhere around a third of a mil- 
lion. So, we have three counties aronnd it, with perhaps 230,000 to 
250,000 in each one of the counties. Ai\cl we are now trying to inake 
an EDA district. 

Jslv. PoDEStA. One of on,r problems that is constantly on the table 
is that everyone wants their place designated as eligible for our aid. 
One congressional friend of ours is constantly kscpiiig np with new- 
"foiTmnTis«T!riFv^Cj^'~cTe^^ 

whole State eligible. I will suggest that the more places that become 
eligible and the inore we fight for our fair share of the allocution, the 
less eflect we caii have. And especially in the growth center, that is a 
very difficult — everyone ^^■a]its to be knowji as a growth center. If I 
ran*^a city I would waiit my city to be known as a growth center. ^ 

And the designation of growth centers to keep them withiii a limit 
that we can really do anythi]ig with is a very important thing. "We 
do]\*t think ^ve arc X(.ny good at it. fdthough our evaluation sho^vs tliat 
even witlmut tl te scient^ fie analysis we did'pretty good at picldng them. 
Some of our growth centei'S, however, did not grow in the last census, 
between IftGO an.d lOTO. And ]naybe a gnnvth center is only a place 
that dot^su't go d.own as fast as somephice else. 

Where you think they are snpposed to increase in population, some 
of onr growth ceJiters \vent down, not vei'v many of thena, but some 
did. 

]Mr. LfJAx. It wonld seem that we would want just the opposite. I 
would think that from this central city we wonld want to expand the 
economic opportunities out into these counties that clon't have those 
opportunities, rather than have those people come into the growth 
center. 

Maj'be we are approaching it on the wrong.basis. 
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Mr. PoD>:sTA. You. also liavc to find out, what would work, wliat 
makes biisincsSj w]mt turns business -on, \vo\i\d tlicy in fact c:o into 
aitias that lia^'o so little natural resources that yon can pour money in 
there and still nothing will happen. This is a Avorrisome thin^ for iis, 
because those, people are still in trouble and we still want to address 
tliem, but it is no use pouring your money into someplace v/liere you 
cau't see any visible result. And we are stiugfrrmg Avith that piobiem 
all the. time. 

Mr. LrjAx. TJiank yovi, i\Ir, Cliaii-man. 

Mr. IvLUCz^-xsKi. Sir. Eoe. 

ifr. Roe. Tjunll be very brief. 

pjie: qViMion, Mr. Secretary. As you mentioned in auswevin<? Mr. 
Lujan, every Congressman would like to have part of his area de- 
cleared a district so he can receiA'e assistance. I vronder il" some of the 
other agencies of the Governmeiit also are relying priniarUy on EDA 
assistance? I am especially referring to the recent GAO report whicli 
indicated that more eliecti \'e use coutd be made of program resoi i rces to 
alleviate nnemidoyment. I was wonderijia* if vou ini<rht Inive some 
comiuents, -sir, on how you feel about the fnidinf2:s of GAO— that 
the. interdepartjiiental agreements between Agriculture, Commerce, 
an.(l HUD are perhaps not insuring the legislative intent of avoiding 
El )A's putting itiouey in before other agencies should. ^ 

'Mr. PoDESTA. Mv. Eoe. I Avonder if in satisfaction of that questioii 
I could Insert in the record the reply to Mr. Staats in that area, which 
is rather complete and gives it chapter and verse on our response to 
those counnents? 

]Mr. IJo3^. Fine. Basically does EDA feel that it is without leaislative 
authority to do what GAO recounnends, is that the inlplieation? 

]Mr. PomcsTA. T am going to aslc Jerry to ansNver tliat. 

But in general what they said was thnt pconle were pla{\nuG" frames 
wi til jis^mxiej^ 

fliat mojiey in it. Vfe dou*t really think that is happening. 



Mr. CoXEOY. Mr. Roe, we IiaA-e taken the ]:fosition— and I think it 
is a correct oner—that the legislative admonishment is rather to the 
othei* agencies not to pwll out, because EDA is authorized to w in, 
rather tlian, as might be suggested by some othei-s, that we could not 
go in where someone else conkl. So we have checked, and if we find 
someone else that will do the project, Ave. Avould be verv glad to spend 
our money elsewhere. But if we'haA'-e a situation where someone lias 
the power to do the project, but for some reason is not going to do it, 
and we feel tliat tlie economic deA^elopment of this particular area re- 
qnires that ex]:>enditure right noAV% Ave would tro ahead and make it. 

And that has been, the interpretation 

j\tr. Eor.. You feel the responsibilitv should be on the other airencies 
rather than EDA? . ^ ^ ' 

Mr. C>oxnoT. Yes. sir, 

Mr. PoB. Yon don't Avant to abandon an area simply becaaise some- 
one else can do it? 
Mr. Co^TxOY. Exactly. 

Mr. PoDES-PA. I say can, but may not be able to, because they have 

5...... ^Tun out of money. 

Eight lierc in the district, for example, Ave are mixed up AA^th: a 
' mentally retarded children's center. We broke ground on it recently. 



Jerry ? 
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HEW lias iiiouey for iiuMitally roiiirdod, but tlicy only have $100,000 
foi* tile whole District. And furtherniorOj they coii]dn\ put. the brick 
and mortar in. We could."*- And it lias been not only providing jobs 
for people, but also helping retarded children and training people to 
become experts in that area. And we were able to justify it on economic 
grounds. 

:Mr. EoE. Thank yon, IVIr. Secretary. 

Mr. Chairman, may we insert that reply in the record where he 
explains fully their position on this matter? 

Mr. lvLrczrx«KT. Yes. I am sure that some of the members who 
plaTined to be hexetliis TiiorniiTg and could not make it on at^count of 
other pi'cssing commitments, AS'Oidd like to have the inforjnation yon 
can give us. ^Vq have some questiojis we would like to send to yon, 
and we would appreciate it if you would provide the answers. Aiul 
they will be made a part of the record. 

Mr. Podesta, thanks for being here. We appreciate your testimony 
this moi'ning and I kno^v it wil 1 be XQvj helpf u!- to the-eommittee Avhen 
wo sit in executive session. 

(The questions and answers referred to may be found in the com- 
mittee files.) 

^[r. IvLrczvysKC. The next witness is the Honorable Samuel C. 
Jackson, Assistant Secretary of the Departmcjit of Housing and Urban 
Development. 

I want to thank you, IMr. Jackson, for being with us again, and for 
yielding your time to our good friend, ^Slr. Podesta, who has to get 
out of town. 

So, it is a pleasure to have you before this committee again. And I 
Imow you are gouig to continue to do the spleif<Jid job that you have 
been doing and that you will give us the wondej'ful testinion}^ that we 
are expecting. 

— ~S'c^yolTn^■aypToceIdra^yo^T~dtysrT;er"" ^' : — _— 

TESTIMONY OF SAMUEL C. JACKSON, ASSISTANT SECRETARY FOR 
COMMUNITY PLANNING- AND MANAGEMENT, DEPARTMENT OF 
HOUSING AND URBAN DEVELOPMENT, ACCOMPAlJlED BY ROB- 
ERT PAUL, DIRECTOR, DIVISION OF URBAN GROWTH; CLIFFORD 
GRAVES, DIREGTO.U, OFFICE OF PLANNING AND MANAGEMENT 
GRANTS; AND ART TROILO, DIRECTOR, OFFICE OF ENVIRON- 
MENTAL STANDARDS 

]Mr. .Jacksox. Thank you, ]Mr. Chairman, 

I want to introduce the i)e()]:>le I have with me this morning. ]\[r. 
I\ol)ert Paul on my immediate right, who is the director of our Division 
of F]4)an Grovv'th. And T also have ]Mr. Oliirord Graves, who is direc- 
toi' of our oiUce of Planning and j\ Ian age men t Grants. And Mr. Art 
Troilo. V\'lio is our director of the Office of Environmental Standards. 

Mv, Kr.rczvxsKT. It is nice to have you with us. 

You may pi'oceed. 

]Mr. .Tacksox. ISLv. Ghairinau and members of the subcommittee, we 
ap p I V c ia t e th e o p po r t u 1 1 i t y t o mee t i t h y o u t iga in a n d p resen t som e of 
our ideas and ^dews on the future of Small Town America and how the 
Deptirtment of Housing and Urban Development can best help meet 
the pa rti cula i; pi-oblenis oi small business in rural areas. 
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A^Hien I testified bcfoi'e yoiu' sabcominitteo 2 years ago I stated 
that our Department's policy on small toAVus joflocts two basic con- 
cepts: (1) the importance of small towns and the vital pare they phiy 
in Am.eT'ican life and national e:rowth; and (2) the necessity of pro- 
viding tlie fullest possible assistance and support to local govern- 
ments as they work to meet the needs of their citizens. 

These concepts are tlie foundatio3i of HUD'S basic commitment to 
the whole issue of the overall liealtli'of communities and the critical 
factors — ^like housing, planning, and i:)ublie facilities — that ultimately 
determine how well any commmvity'^functions. what kind of a place it is 
to ILve and wor]^: .in and how the people. wJio ai-o thera feel about it. 

Too few ])eople realize the impoi-tance of these factors in determin- 
ing the quality or both business and social life in a commnnity whether 
it- be in the center of a metropolitan area or a small, rural town in 
Kansas. 

I wanted to stress this ])o\nt at the outset because of our conviction 
that we really can't separate the problems of center cities from isolated 
small towns. An eminent urban economist pointed out a few days ago 
that he had concluded that these are the two real trouble spots in our 
system ot' cities and that in many -ways these problems were more 
alike than dirt'erent — they are both economically depressed, are losing 
population and are inhabited by a special gronp of disadA'antaged 
people who badly need a scarce resource — jobs appropriate for r-ela- 
tiAT/ty unskilled v,*orkers. Another common proiUem for small i-ural 
towjis and center cities is the difficulty of retaining and attracting 
business activity. 

I mention tliese links between rural tovms and center cities Ix^caiisc 
they related directly to the o])'jec( ives listed in. your invitation to appear 
before your subcommittee. They also underscore the sounchiess of the 
President's recommendation fov the creation of a new Department of 
^Cbmnnajiity-Dovalopment.- — . — ' 

By bringing together programs concerned with commimicy develop- 
ment — ^i)hysical, sociah and institutional — the new Department T\'Ould 
move beyond fTagmeiited Federal programs administration. Equally 
important, it could move towo.rd a commnnity-oiiented apx^roach to 
problems. For the first time, there would be a Federal department hav- 
ing the ability to respond — in a coordinated manner — to local com- 
p reh ens i ve communi t y impro vem en t p rog ram s . 

And for the first time there would be a Federal department of broad 
enough scope to help State and local governments, private organiza- 
tions, and the citizens themselves to participate jointly and actively 
in developing these local programs. This means participation in artic- 
ulating goals, setting priorities, and devising the best ways and means 
of im]-)roying not only the ]-)hysical, but also the economic and social, 
environment of all oiu' communities, from the smallest village to the 
largest metropolis. 

As your committee Imows, the establishment of a Cabinet-level 
Department of Housing and Urban Development Avas aimed toward 
this same goal. HUD's creation raised to Cabinet-level status the na- 
tional concern *d>out onr cities and towns, both large and small. The 
Department now has jurisdiction over many com mmiity-oriented pro- 
grams. It was certainly a move in the right direction. But it took us 
only part Avay. 

The problems .of growth and development in rural, urban and sub- 
urban communities are closel}' inter:* jlated. Yet, to give but one ex- 
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ample from amoii<:( niany, comminiitios in rural areas and depressed 
regions must still seek help amonfr tliroe difi'erent departments for 
the phoming and construction of their public facilities. 

The Depaitment of Community De\^elopment, because of its broad 
yet unified scope, could better serve .our commimities, regardless of 
their size. And the President and the Congress would surely find it a 
more useful source of information and advice to them as they attempt 
to shape a balanced national growth policy, concerned with — to use 

_ Premdent Nixon's words— in this "1070 state of the Union message: 

"the farm as well as the suburb * * * the village as well as the city 
_ "^ '^ * the building of ne^v cities-and the rebuilding of old ones.;' 

AVe feel that the proposed Department of C()nuiv.uiTty T)ev'cropnieiit' 
would be ])articularly effective in delivering assistnnce to smaller 
towns in rural areas. As tlie series of congressional hearingis on rural 
» development has clearly shown, tlie fragmentation of Federal efforts 

has been a major barrier to eil'ective planning and coordination. This 
frae:inentation — particularly when combined with tlie complexities 
of Federal grant progranis and the sheer difiiculty of filling out the 
application— has, in too many cases, vii'tually cut small towns off 
from Federal l^el]). By gathering the principal Federal programs 
v.-hich support comnuinity development within a sijigle j)eT)artment 
and providing an extra impetus Avith. reveiuie sharing, we will be able 
to stiirt tlie As-eU-coordinated campaign we need to insure that the 
Federal dollars havv^ a real impact on rural conimiinity dcvelo[)ment. 

In the meantime, though, HT '1) has moved on. its own to >'rrengthen 
our ■i)rogram activities in small towns and rural areas to pursue broad 
comiuuuity development planning in such fields as housing, trans- 
portation and conmiunity facilities. During fiscal year 1071 alone, 
comprehensive plamiing grants were distributed to 155 rural districts 
coverhii:- 701 coimties in 3-1 States. 
— ^ua-4wlg^t-^^e^ii^e-3t^t^i^scaL^^ 

arant assistance for counties and small cities to $15,500,000 almost 
double tlie $8 million spent in fiscal year 1971 and a substantial increase 
over the million of fiscal 1072. 

The Xation*s smaller communities and rural areas participate 
widely in the Departm.ent's various conunimity facilities assih-fancs 
pi-op-rams. For example, 920 water ami sower grant lu-ojects. repre- 
senting 50 percent of all sudi projects funded by HUD since tlie pi'o- 
gram i)eo-nn, arelocated in i*ural areas. 

We are also prond of the record we have m.ade in improving housmg 
in rural areas although it is clear that rural areas still have a dispro- 
portionate share of the Nation's substandard housing. However, the 
situation has improved quite dramatically in the last decade. For ex- 
am])le, in 19G0, there were 6,748,000 substandard housing units outsulc 
of standard metropolitan statistical areas (SMSA's) ; by IOCS, this 
number had dropped to 4,130.000, a decrease of almost 40 percent. Br 
1070 the number of units outside SMSA'S which hrclced some or all 
plumbing facilities (such units account for most of tlie substandard 
units in'rui'al ai'oas) had dropped to o.053,000. 

The exi'stiuir proirrams of tliis Department and the Department of 
Ao-riculture have plaved an important role in bringing about this 
inTnrovemeut. Of the 4-^4.600 new units started outside of SMSA's in 
1970, 57.180 were subsidized under the Depai-tment of Agriculture's 
programs for low- and moderate-income families. In addition 11,640 
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iinil'S wore roliabilitatcHl viiuIcm' T"^SDA subsidy pi'ograins. In tlie same 
year, 103,727 units oate:i(io SvXfvSA's htxd niokgage loans insured by 
this Departineiit and over 50.000 of tliese Avcre subsidized. In addi- 
tion, over 33,000 public liousinn: units outside SxMSA's were iDlaced 
under annual coiitributions cojitracts in fiscal year 1971. Tliis rate of 
subsidized housing production in rural areas is steadily increasing*. In 
1972 for example, the Department of Agriculture expects to subsidize 
about 103,500 new or veliabilifated units or over 2^4 times as many 
inrits as in 1969. 

One of tlie most interesting projects avc have. underAvay is to dem-- 
onstrate how rural electric eooperati\'es can stimnlate construction of 
low- and moderate- income housing. The Basic Electric Power Cooper- 
ative of Bismarck, X. Dak., has done an outstanding job in showing 
how the co-ops can be a catalyst in creating nudticounty housing au- 
thorities, building imder a A^iriety of Federal programs and generally 
showing hoAv to use the strength of their organization to overcome the 
inadequacies of rural houshig. 

The first HUD new comtnunity development project — Jonathan, 
Minn. — is 20 miles southAvest of Minneapohs in rural Carver County. 
Jonuthaji is actually a major expansion of the small town of Ohaska. 
Parenthetically, ^[v. Cliairnian, I notice that Chaska is a town of 2,500 
people. Under tJm Jiew community program it will be increased to a 
community of about 50,000. We have rocorrnized that our rural areas 
luive a potential for new conunnnity development that offers a very 
attractive alternative to both metropolitan congestion -and suburban 
sprawl — -particularly Avhen the ncAv connnunity can use an existing 
tOAvn as a base on Aviiich to build. The ncAv conmiunity of ^lo^\cr 
Mound, Tex., is another example of this technique. 

My basic point is tliat many people think of us as being oriented 
only to big-city problems. Perhaps it is because our name refers to 
urban development, instead of the more appropriate conunnnity 
development. Our deep concern Avitli the critical problems of large 
cities and metropolitan areas is Avidely laiown. Much attention has 
been gi\*en to our many efTorts on their behalf and the scA'cre diffi- 
culties that they continue to face, iluch less is IcnoAvn about our pro- 
grams ns they apply to small cojumunities in niral areas. 

We feel that we hnvo. otreotirely increased the attention and direct 
assistance we are giA'ing to small connnunities. The most signifieaait 
step has been the recent decentralization of authority to the De])art- 
ment's new system of area offices. For the first time, the smalltoAvu 
mayor Avill be able to get dii'ect ansAvers to liis questions without liaA^- 
ing to Avait for a reply from Washington. With community develop- 
ment revenue sharing becoming a distinct possibility for next year Ave 
Avill be able to talce auoHier giant step in reducing tJie redtape that 
has been so burdensome to smaller communities Avho liave found it 
very difficult to use available funds for their lughest priority projects 
because they have been loclced into the restraints ihiposed by cate- 
gorical grant programs. 

Those tAvo factors — t]u^ flexil)ility tiiat Congress is providing and 
our new organization Avlnr^h lets decisions be made quickly by local 
program managers Avho are personally familiar with a community's 
need.^ — Avill enable us to pro\*ide moi'e and better assistance to the 
smaller toAA'ns that arc of most concern to your committee. 

I Avish to assure the subconimitteo that HUD's interest and con- 
cern Avitli smaller communities has Jiot diminished eA'Cn though the 
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staif oflicc of Small Town Serx-iccs functions hns been subsumed by 
the Division of IiitcrgON'crnmental Iteliitians in my immediate office. 
There was ii time M'hen program decisions ^vere m<ade in Wasliingtou 
and smalltOAvn clients had to either make a long trip or overcome the 
hurdles of correspondence to get iivforniation on HUD programs. 

■^Vith our recent docGnfc-ralizatioJi of aiitliority to tiic fiu!d,l:.his role 
of the ■^A'^ashingtou '^ombudsimni'- for small to\vns changed and the 
obvaous answer \vas to build small town cojiceni into the day-to-day 
operations of our area offices. 

The results ha\'e been most encouraging, No\v our pji'Oirrnm man- 
agers are able to talk directly Avith the rnayors who have the problems. 
Our field representatives ai'e*'able to become personally acquainted with 
the conununities^ needs and most important, arc able to oiler the full- 
range of HUD assistance including housing programs. Probablv the 
most frustrating problem for small towns in the past was Jniving to 
deal with diiferent people — too often in AA^ishington~for every diifer- 
cnt program, making it almost impossihlc to count on effective coordi- 
nation within HUD, 

Well ave a lso been able to build small town concern firnilv into HUD 
policy because of congressional action in the past tAvo years. For ex- 
ample, the 11)70 Housing and Urban Development Act directed tliat our 
programs specifically address the problems of slo\ver growth in rural 
areas, declining farm population and the subsequent migration to cities. 
By incorporating these considerations into tlie day-to-diiy operations 
of tlie responsible operatiojis \ve are couA'iiiced {'hat we cuii do a better 
job of ca,rrying out tlic suggestions ol; your subcommittee. 
^ My immediate stall' is charged witli the AVasliington responsibility 
for tlie functions of the former olRce — analyzing the problems of small 
toAvns find rural areas, recommendations for coordination of all De- 
partment programs in support of small toAvus and serving as tlie point 
of contact with other agencies on small town and rural problems. Part 
of my personal responsibility is to represent Secretary Tionnu\v on 
joint HUD- Agriculture comniittoes on rural develo])m*ent and I'loiis- 
ing. It is frankly difficult to forecast the scope and direction of our 
rural and small connnunity concerns next yoai*. AVc. too, are awaiting 
final congres-siomil action on tlic rural clovero])ment program. 

We are about to launch a series of conferences wliose goal is to 
strengthen tlie role of the nonmetropolitan associations of aoN-ern- 
ments in dealing with critical, rural and snuiU comnunvity i.^-sues. It is 
our intention that these conferences l^ecome a forum for presentation 
of tlie concerns of States and noiuuetroj)olita.n agencies, as \vell as for 
those of the Federal and other local agencies whose programs focus on 
rural and semi-rural issues of growth and economic development. AVe 
intend for these conferences to be the focal ])oint of a larger eflbi-t to 
improve the capability of these organizations to carry out their mis- 
sion. Both our central office intergovernmental relations divisioii and 
our regional office staff counterparts are involved in support for these 
coivferenccs. The section of most States and scheduling of firm dates 
should be completed within the next few rhiys. 

In your iuviation to appear before the Committee you indicated 
that the members of the Suhconunittee are interested in tlie new re- 
port of the Commission on Population Growth and the American 
Future. Frankly, we have not been able yet to make a detailed re\-iew 
,of the Commission's report and are consequently not able yet to make 
any informed comment on the Commission's conclusions. * We are ex- 
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treinely interested, however, in any testimony or statements submitted 
to your subcommittee on the potential impact of tlie Commission's 
recommendations on our present rural community programs. I can 
say without hesitation, however, that our interest has not lagged in 
maintaining the viability of small towns and tlie unique contributions 
and opportiinities that they provide. We ai*e deeply committed to a 
policy of balanced national growth — growtli that is distributed among 
both rural and urban areas. 

Mr. Chairman, we appreciate this opportunity to appear before 
your subcommittee again and will be glad to answer any questions. 

Mr. Ki^uczYNSKi. We are very glad to have you. And that is a 
verv fine statement. 

Mr. Secretary, this subcommittee recommended that you expand 
the Office of Small Town Services, and now you have abolished it. 
Why? 

Mr. Jackson. Mr. Chairman, the functions of the Office are con- 
tinued in terms of policy development here in Washington. The role 
of tlie OfUce at the time that we testified before you, and you made 
your recommendations, two years ago was to serve as an ombudsman 
within the various offices of HUD here in Washington in helping 
Small towns to run through the maze of many separate programs that 
were fragmented within tlie Department. I think it did a fine job 
in that regard. Decisions were being made here in Washington, and 
applications were being processed here in Washington. We no longer 
do that here in Washington now, Mr. Chairman. We liave decentral- 
ized all the program processing and all the decision making for the 
programs to offices within each state. We call these offices area offices. 
So, there no longer is any role for the office to play liere in Washington 
because the functions that it performed are not here. They are now in 
the various offices in the state. Each area director lias people who make 
far more ombudsman services available to the small towns directly 
within that state. So since tlie mayor and the officials of small towns 
no longer have a need to come to 'Washington to present their appli- 
cations or to have decisions made upon them, then the ombudsman 
role of Small Town Services Office is not needed liere. 

We n^tain tlie fmiction, hovrcver, of the Office of assuring that every 
proi^ram lias witliin its policy and its operation the special concerns of 
small town and their needs^ and that it will respond to tliose needs in 
2:>roirvam admi nistrat ion . 

Mr. IvTA'CZYXsKi. I served in the legislature in Illinois for a num- 
ber of years. And coming from a big city like Chicago, having been 
born and raised in a big c-ity, I have leai-ncd a lot about these small 
towns, country towns while I was in the State Legislature. I remem- 
ber that when we tried to introduce some legislation they would say, 
be careful of tliat citv slicker. I always believed that down State needed 
Chicago and we needed down State — the farmer needed the city slick- 
ers, and we also needed the farmers. 

All my life, and in all my days of legislative duties, I supported the 
farmers! And I was always happy to do that 

Mr. Seci-etary, do you honestly feel tliat we can solve our I'ural 
problems by creating an even larger bureaucracy ? 

Mr. Jagkso^s^ Yes, Mr. Chairman, I think we will be able to do a 
much more effective job of solving the rural problems in that way. The 
reason, Mr. Chairman, is that people who leave the rural areas and 
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small towns and go to the cities are attracted by what they believe 
exists there. The relationship betweoji the draw and attractiveness of 
the large cities with their variety of lifestyles, and a better economic 
l3ase in most instances, j>ermits the interest groups that suppoi-t the 
separate interests of small town and rural people and those in the 
cities -to engage in a kind of couipetition for Federal, resources, for the 
skills available, and grantsmanship to secure federal resources, that 
puts the small towns in rural America at a great disadvantage. What 
we are seeking to do is to have a single department that is concerned 
with the function of community development. 

The truth of the matter is that the needs of communities in order 
to develop are basically the same. The differences, of course, are im- 
portant, and the program administration should, of course, reflect tliose 
diffei'enVes. But an economic system is an economic system. And the 
elemcn(:s of it are the same for'large cities and suburban communities 
as for rural coimiiunities. Wliat we have to do is to remove the dis- 
advantages that one cojnmunity may have as against the other be- 
cause of either superior knowledge or superior staff capability to take 
advantage of the programs, and because of the inconsistencies that 
f ragmen fcat ion of adm inistration permits. 

Mr, IvT^rczYNSKi. Well, you are doing a good job. 

^Iv. Jack.sdn'. Thank\you,i\rv. Chairman. 

Mr. KbCczYXSKi. Your Secretary of ITTJD was in to see mo hist 
week. He came in to explain the proposed new Dei:)artment of Com- 
munity Development. I am still studying that. I don't know what 
they are trying to do ia this roorganixation. But I will assure you 
that Big Kin \\'ill be right on the job Avhen that bill comes up on 
the loth of May. 

ilr. Bergland, I am sure you vrill want to ask some questions of a 
gentleman who is trying to do a wonderful job. And you remember, 
lie appeared before fl'iis obnimittce 2 years ago. 

Mr. Beugland. Thank you. Mr. Ch airman. T do have a few questions 
to a sic of the Secretary. 

On page 4 of your statement you referred to planning grants. In your 
criteria do you have a population number that governs the communi- 
ties eligibility? For exanrple, do you plan with comnninities that 
are very, very small, or do you confine your planning grants to growth 
ai-eas, or j ust ^^'hat kind of a plan do you have ? 

Mr. Jauk.sox. Section 701 of the*'l9o4 ITousing Act. with all of its 
-\,awus nmendmcnts. Mr. Chairman, is tlie program that avc are re- 
ferring to. And within the industry it is called the 701 program. It 
has been available to assist small towns and communities of under 
50.000 in, population down throrigh the years. 

Mr. Bmn,AXo. Would that include a town of 2,500? 

]\rr. Jacksox. Yes. it ^vould. 

Xow, the law provides that communities of le.ss than 50.000 receive 
their assistance through a vState phmning agency, which in turn pro- 
vides additional assistance from the State, and helps provide (he on- 
going planning assistance for the small tovrn. The smaller cnmpjun^ties 
obviously do not have the professional staffs to actnnlly do t])e plan- 
ning (iie'msel ves. So. what genei'ally ha])pens is. they UMike their needs 
known to the State phmning oilice. And the State planning office in 
turn, either through its own staff or tlvrough the hiring of ])lc^nning 
consul rants, assists that town in preparing a ])lan for its needs. Most 




112 



lOS 



of foil ifc is a wator and sa\v(M' |)rou'rair., or it is tying in a Sfato trans- 
povtation system to the local i riuisportation nepcls, or it may be plan- 
ning for honsing, or tjnng in tlic liousiiig noocls of thnt small i:o\vn 
with those of the county, or a multicounty housing authority. So, this 
kijul of planning does go on. and it is araihiblo to small tOAvns as Avell 
as to the. larger comnmnities. 

Mr. BiiuckxxD. So the technical assistance for planning is pj-ovidcil 
by tlie State planning agency ? ^ 

Mr. Jacksox. Either tlnit or by pro\*i(ling priwate consnltan.ts to 
tlie city- 

Mv. BjinoLAXD, Further, on page 4 yon talk abont, 805 water and 
sewer grant j^rojects have been, approved iu rural areas. Here again, 
is there a population criteria invv)lved? ^[y expei-ience has been, that 
H1"^D tends to confine its activities in this area, to tiie larger to\vn^>. 

Mr. Jacmcsox. ]\[r. Chaii-jumu by j^tatnte we are not limited at all 
hi where we woidd malce onr grants available. By agreement with 
the Department of Agriculture, which has a statutory limit on tlieir 
programs, we do cooi;dinate clo.^xdy. Pi'ior to 1071, when the legisla- 
tion for theDepai-tment of Agriculture limited its participation of its 
|)rognxms in communities of 5,500 or less, any application for a grant 
that came iu lo us from a commnnity of 5,500 ov less, was transmitted 
to the Department of Agrir-idture for funding. We did fnnd com- 
mvmities of 5,5{)() ordesF-* when it was in aji nrbauizing ai-ea, and 
in even a smaller commnnity th.at Avas growing say, from 3,000 to 
10,000 because of some developmei^.t acti\^ties 'tlie.re. In some cases 
we would make a comI}iued grant witli An'ricultiu'c or EDA. There 
are several instances of that occurring. But in coimnnnities of 5,500 or 
less, prior to 1071 we i^onerally deferred to tlie Department of Agri- 
cultvire in our grants. 

Xow, in 1071 tlie Pnblic Facilities Act for the Department of Agri- 
culture was amended, increasing tlieii* authority to towns of 10,000. 
^^,,,.§0, they do business now in connminities up to 10,000. Wlvile we have 
not discontinued doing bnsiness in towns with ]iopulation of between 
fi\T- and ten thousand, we are deferring to the l)e])artment of Agri- 
culture to give tlrem the fhvst op])ortmiity to participate in connnnni- 
ties of fi \'e to ten tliousiuid. 

Xow, when I mentioned rnral vrater and sewer ]>rojects fimded hy 
IirD. you unist nnderstaiul that thrvt what we are saying, ^fr. T^)erg- 
land, is that almost lial I' y( all the pi-ojects funded I)y ITITD since lOGo 
in its water and sewer ])rogran'i have gone to cities of 10.000 or less. 

ifr. Jh-TROLAXn. But they will be in communities of 5.000 or inore 
because of yonr agreement with the Farmei-s Home Administration ? 
ifr. Jacksox. In most instances that would be true. 
Mr. HKUonAXn. Do you Icnow ollhand. does the Farmers ICome Ad- 
ministration of the Department of Agriculture have the same general 
an t J 101' i ty t o cost si i a re i n these p voj e (»ts a s y ou h a vc ? 
^Ir. rrA('KS(.x. ]\rr. Pan 1, can you answer that? 

]\rr. Pai'l. It is somewhat different, ;Mr. Bergland. They do have an 
o])tion there where fliey can give a combined grant and loan. They 
are somewhat moi-e flexible than we are for small comnnunities, and 
that is one advantaa*e of their* program. Ours are pretty mncli 50-]^er- 
cent gi-ants, but Farn»crs H'onu* can malce loans over that. Aside from 
that theii* authority is about the same. 
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jMr. BERCir.ANi). In niy district tlic FirA. has confinod its programs 
exclusively to lonns. ,1. lu-ar complaints that tlK> larger graaits are 
arailable to tb.e cities are not a\^aila-ble to tl».e small tovrns. 

Mr. Paol. I siis|^)ect it is not in tlie basic legislation, Mr. Congress- 
man, probably jui^t tho. currcnr budget sit-uatioii. 

Mr. .BivTUM.AXD. Is there anything in (he woi'ks around here to remedy 
this hiequity ^ 

Mr. Jacksox. WIvile I am not an authority on tlie le^gishition AVhich- 
just parsed 'the House and the ,Seualej I ani sure that you arc aware 
that tlie President's rural connuuiiity (!(n-eloj)meut re\'cnue sharing 
bill is now hi conl'ereuee. Tlie rural de\xvlopment bills Avould ex- 
pand greatly the antliority of the Department oi* Agriculture to 
niakc loans in smaller comnnmities ancl to make grunts in snuillcr 
communities to assist them in cojmnunity i'acilities development. 

Mr. J^EUGLAXD. 1 was an auth.or of that bill, and 1 served on a com- 
mittee that heard it. I am just wonderhig if we are going to be able to 
provide FHA with the same kind of authority that you have. I t])ink 
so, but I wajited to get anot'ner expert opinion. ' ^ 

Mr. tlACKSox. r nrust say, Mr, Bergland, that I do not consider 
myself to be an expert on that bill. I read the earlier draft on it, but I 
have not read tlie version that passed the House and Senate. I have 
read sumniaries of thern, but I have not studied tbe two bills with 
the kind of care I vould like to in order to give a legal opinion. 

Mr. BKKGnAXO. On i)age 5 I think tJieremay be a typographical error. 
On line 5 you say: '-There were 0,748 substandard honsing units out- 
side standard metropolitan areas (SMSA's) ; bv lOGS, this number 
has dropped to 4,1-^,000." 

Mr. Jacksox. 1 read into tlie record 6,748.000 substandard housing 
units. 

Mr. Bkuolaxd. Thank you, Mr. Chairman. 

Thank you. Mr. Secretary. 

ifr. Kr.uczYx^sivi. AFr. Eoe? 

Vi V. EoK. Thank you, Air. Chairman. 

Mr. Secretary, follovring up for a minute AFr. Bergland^s questions 
nl)out your statement on piiije 4 about 80.5 water and sewer ])roiects, 
that 805 is this year? ^ i - t . 

Mr. Jacksox'. That is since 1965, when, that water and sewer pro- 
gram was started, 42 percent ol" the i)rogram activitv was in cities of 
10.000 or less. * 

]\rr. RoF. Tn 1060 the chairman of this full committee. AFr. Evins, 
C haii'man Kluczynski, Wright Patman, and a number of peo})lc had 
a numbei- of comments placed, of course, in the Consfressional Eecord 
concerning the Office of Small Town Services. And there appeared an 
article in the iS^ation's Cities mairazine that was placed in the record 
entitled "T;nT)s Concern for Small Towns,. Office of Small Town 
Ser vices. Promotes Better Com inuni ties.*' T l)elie\'e a'ou were the anthor 
of that article. ^Fr. Secretarv. in Avhich von .stated that ^'the C7-eation 
of the Office of Small Town Services within IIUD^s Office of ]\Feti'o- 
politan Development underscores onr concern toward insnrino- that 
the small community point of view and condition are fullv reco^^uizecl 
in develoning policy and prorri-am decisions.'' 

Xow that we no longer have that office, has HUT) abandoned its 
concern toward insuring the small community point of view? 

78-017— 72— Tol. 1 S 
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Mr. Jacksox. On tlio^ntrary, Mr. Eoe, Ave liave stepped up our 
expression of our concern. AVe did tliat directly by the establishment of 
our area offices. 

Keef) in mind that the most disadrantagedus thing that we could do 
to small towns was reqairm,£^ them to have to come to Washington, 
or to have to negotiate with Washington in competition with the 
big towns in having their projects approved. They did not have 
the capability in most instances of completing their applications, they 
didn't even know what to apply for in most instances. The Office of 
Small Town Services, which I was very proud of administering, 
served as an ombudsman for small towns when the application were 
filed here and processed hei'c and decisions made on them here. We no 
longer do anything like that in Washington any more. So the need 
for the office is not here in Washington. The need for the offices is 
down in tlic States where the work is accomplished. And so what we 
* have, done now is to establish program managers who have under their 
control all of the programs of the Department, housing, planning, 
urban renewal, model cities activities, all of it novr is under program 
managers that operate vrithin the State. And as program managers 
t]\ey can be so nuich closer to the mayor of the small town. The 
])rogram manager ha.s in liis .'^tafl' a conunnnity development repre- 
sentative who goes to tlie conununity and cal]^ on them and says, now, 
liere arc the community development programs ^ye have available to 
n^^sist you, lierc is how they vrorl:. here is how you apply for tliem. 
He has a community planning an.d uuuiagement representative, and 
that representative goes right from that office in that State and sits 
down and discusses with the mayor of tlie small town, hare ai*e the 
planning programs available, here is how we can help you build staff 
capability, improve the management process or the decisioinnaking 
process in your coinnnmity. 

So, rather than having them come to Washington or having onr 
staff' from Washington going out to the small town, v/e have the same 
kind of people vrho are' available with the decisioumaking authority 
right in the State. Aiul so we have irtcreased our concern for small 
towp,s by making tlie service more available to the small towns and 
increasing the authority of thof^e who are there to respond to their 
needs. 

Mr. EfvE. Eevievving jUst brieflv the track record of tlie Office of 
Small Town Services. I l)elievc the office was subsequently chaunred 
followinrr our previous liearingf;, ot' at the time of those hearings 
2 years ago. into the Office of Small Towns Services and Intei-govern- 
mental Relations. And th.en it was further reoraanized into the Office 
of State and Loral ^lanatrement Assistance. That doesn't e.xist any 
more, does it, the Office of v^tate and Local Management Assistance? 

^Ir. Jackson-. Xo 

Kom. Whnt I am gettinc: at. Mr. Secretary, is that the office 
started out as something working for small towns exclu-^ively in the 
Department, and now it has been reorganized to be combined on vour 
area level, Avhich efl'orts for the most part are located in large cities, 
so that there is no such sniall town program any more. Yon now have 
evervoue worlvinnr on everything, is that right? 

Mr. J.v^Ksox. Ml'. IToe. let me restate the chronology. It is true that 
' we had an Office of Small Town Services prior to 1970 that just con- 
cerned itself with being an ombudsman for small towns. But I think 
j^on have to keep in mind that this was more illusory than it was reah 
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Mr. EoE. You iuoan I Imt oflico didn't really do anything? 

Mr. Jackso>-. Xo; I didn't say that. But at that time it had tliree 
people assigjied to it. And it did a fantastic job with such tluu re- 
sources of making available to small town officials knoAvledge of 
what our program activity was all about and liow they would go 
about using our programs. It also served aa a point of reference 
in the Department for people to contact. AikI then Ave also re- 
viewed the circulai-s of other program agencies to make sure that 
they Averc responsive to the needs of small toAvns in the development 
of the circulai-s and policies. 

Now, what we Avant^id to do Avas to make the service that we pro- 
vided to small towns more a reality by having people available to give 
technical assistance as well as to be sort of a clearnig house for ideas. 
So, we made the Small Town Se:-vices Office a division of a larger 
office called Small Town Services and Intergoyernmental Eelations, 
and then of the State and Local Assistance office. 

So, there was not just three people who are responsible, then, for 
handling an information service for small toAvns, but I think I hired 
oO-sonie people whose concern Avas how you make goveniment Avork 
better and make the programs of our Depai-tment more responsive. 
So, we had people then Avho could actually go dowoi and spend 4 or 
5 days or 2 or a weeks with the mayor of a small town and give them 
technical assistance in addition to s\iaring information. We have done 
cveiything from helping them to organize their governments to 
helping them to learn the functions of their job. 

There are scA^eral small towns under the arrangement we had m 
1971 tliat said they needed to have technical advice on how to set up 
their bookkeeping 'systems, and so^.on, because in those days the States 
Avere not providing that kind of ttssistance. So Ave then expanded the 
capability of the office by taking it in effect from an office of three 
people to an office of approximately 30 that Avas concerned Avith the 
coordination of program's between State and local governments and 
the Federal Government, and by proAdding technical assist,ance to 
them 

Mr. RoK. Tliose 30 people aren't there any more. 'Wiere are they 

^^^Mr. Jacksox. Those 30 people are in a combination of places. Some 
of them are yet in Washington. And they contbuie to carry out tlie 
responsibilitv of concern for small town services in their current 
assignments." But thev only deal with that portion of that assignment 
that Avas policy deA-elopinent, such as the revicAv of circuhyT> and 
l^olicies to assure that they reflect a concern for small towns. That is 
the only part of the work that is a central office's responsibility. 

Tlie bulk of the Avork and thus tlie bulk of the people, is now m 
our area offices, because that Avork which dealt Avith assisting them m 
application development, understanding Avhat programs are available, 
coordinating the programs one Avith the other, and providing technical 
assistance to assist them in carrying on their activity, is noAV done in 
the area office. , . . i • 

So, it is closer to them, there are more people doing it, and it is 
Ix^ing done far better. ; ^ 

Mr. EoE. But it is now spread out so that in your area othce — i 
belicA^e you have an area office in Nasliville? 

Mr. JaCksox. No ; the area office is in Knoxville. 
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Ml*. Roe. In Kiioxvillo. Aiul you have your sivff in that particular 
office who handle pro^^rams not only for motropolitan lvaox\-ir!e, bat 
for the outlying countios in onstorii Touuessoo. I am wondering' — 

Mr. Jacksox. Keep in mhid, there were only tlirec poeple for tiie en- 
ti re Nation iivitially, Ml;. Roe. 

ilr. RoR. But that luid to do with plannini;*, is thnt correct? 

Mr. Jacksox. Xo ; tiie office hover was limited to planning. The oflice 
also served as an ombudsman iov all IIUD programs. It went eA^en 
beyond that after we expanded into the Office of State and Local As- 
sistance, and even assisted them in otlier Federal programs in other 
Federal -Depaatments. So there were three initially for the entire 
Nation: 

Mr. Roe. And this committee recommended that this be expanded? 
Mr. JacivSOx. And we went to 30. It was again the entire Nation. 
Now, one might say that we have thousands of people doing tliis now 
in every State in the Nation. ' 
Mr. RoK. Not on small towns especi ally, though. 

Mr. Jacksox. But the point is, what tliey are delivering is the same 
service the small towns need. And M'hat they do now and Avhat they 
could not do prior thereto, 3Ir. Roe, is actually be within the State and 
available to sit down and have discussions on a regular basis, and have 
the authority to act. You see, the small town services ollice Avas just a 
staff function nnd it had ]io program authority to do anything. And 
now when they go out these are the people who actually process the 
application. These are the people who actually make tlic decision on 
those projects. So they are getting fa.ster ser\'ic(?j tlio}^ tuv getting more 
service, and they ai*e getting better service. 

^[r. Roe. The metropolitan area is not getting a higher priority for 
applicatior.s? 

Mr. Jacksox. Absolutely not. If Congress had a committee that con- 
cerned itself just with the problem of central cities, they would be mak- 
ing the same complaint that we are giving entirely too much attention 
to the .small communities of America. The truth of the matter is that 
while we indicated 43 percent 'of IIUD-supportcd water and sewer 
projects ai'e in cities of 10,000 or less, you will had that nearly 75 per- 
cent of all the water and sewer projects that we ha\'C assisted arc in 
cities of 25,000 or less. 

So, our Depai-tment is not at all one tliat is a big city program. The 
bulk of our moneys 2:0 to the rank and file of conununities in America 
of;25.000orless. ^ * 

Mr. Roe. ^[r. vSeci/etary, the Senate Committee on Agriculture and 
Forestry in. a reoenf "report on the economic and social conditions of 
rural Ainerica stated that whole nonmeti'opolitnn conununities ac- 
counted foi- two-thirds of all substandai'd housing units in IDGB, tliey 
received only 10 percent of all housing assistance, tt looks like the rurjil 
areas, although they have the greatest luunber of stibstanclard housing- 
units, are getting the least amount of Federal outlays. 

Mr, Jacksox. I really don't know Avhat they mean by 16 percent of 
all assistance. Do they mean 16 percent of all HXTD assistance 
X)rograms? 

Mv. Roe. All hon.sing assistance, fec^eral out hi y. 

■Mr. JacuvSox. Housing assistance is a word in the housing industry 
that gen.erally refers to all those programs in the Depaitment of HTTT) 
which provide assistance. It could he the low and moderate income- 
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]u)asin<r, or sccHmi ^oH, or 2;U), or the vent sunplomont. And thwt wonld 
proba.blv be correct, if tliov ai-e using- honsino- nsj^istaMcc in that way. 
But then you hn \'e to add to that the acti vity of the Department of 
Agricaltuvo rural, housing progrnni, as well as the Veterans Adminis- 
tration prof^raiu that also operates in the rural field. You see, we each 
year nuike ii portion of owv 2;^j and i23G prognuu. funds to the Depart- 
Tnent of Agricultui'e to administer for us so that people in tire rural 
areas can also ha\'e the same kind of ])rograms that exist in the 
SMSA's. I doivt know if that is exactly what they arc talking about, 
but li\^c of all irUJJ housing assistance may \-ery well be correct. But 
if so, tlien you would have to add to that the housing program activities 
of the other departments of the federal government. 

ifi*. IvOK. One ui' our ])ievions witnesses on. Tuesday, Mr. Clay 
Cochran, from tlie Jvurid Ilousiiig Alliance, in talking about FHA 
said: 

JSince FITA can iiiHiire loans oJily v>'Uere there is a private lendiiit? agency to 
make the loans, l:l)is nioaiiL tlnit in the beginning it; had an overwhehnini? urban 
bias. B3-.^amli.birge it cloos nqt" function in smaU towns or rural areas, nor is it 
likely ro. it is* osHnmlea iiint 14 percent of YHA. assistance units are in noii* 
niotroi)olitan areas. 

Mr. Jacksok. That is what I thought they were referring to, this 
14 percent, accoi-ding to Clay Cochrane. Ho helps us quite a bit in 
understanding tlie program needs for rural housing. And we consult 
with him. from time to time in that regard. 

I think that you will recall, Mr. Koe, that Secretary Romney and 
Secretary } fard'in, who at tliat time was Secretary of Agriculture, pur- 
suant to" some interest expressed by Chairman. Patinan and Senator 
Sparkinan, developed a joint report on the rural housing needs of 
America. The two agencies studied the rural housing program. I served 
as the chairman of that gi'ou]) interagency committee on housing. ^Ye 
also had OEO participating with ns'ln that. At that time we studied 
with great care tlie problems associated with expanding the delivery 
of housing to rural America. And what Clay Coclu*ane refers to there 
i^ one of the findings that we made in that report. There is no question 
but that the housing programs of the Department of Housing and 
Turban J)e\'elopment depend upon two basic considerations that do not 
exist for the most part in rural America. One is the inadequacy of the 
mortgage hank or savings and loan credit institutions that are the 
major originator of housing activities for the TTUD type liousiug 
progi-nms- and two, the relatively small mass market aggregation 
capability. The average builder in rural America Imilds six to 10 
kon^^es a year. The a^'crage builder who builds under onr programs 
would build v-^ubstautially more tlian that. Eurnl builders have diffi- 
culty expanding production. The market is so fragmented in the 
rural areas, there are relatively fcvr credit institutions in, the rural 
area for housing and JVioitgage activities. The small town bank gen- 
erally does not have a mortgage department, and it talces pco])le with 
slcill to use those ])rogranis. Tt is exactly for those reasous tliat Con- 
gress has proj)osed to expand the mral lionsing program to recognize 
that another type of credit in.stitution was needed in the rural are:i. 

Xow, I think again that liiis supports the President's Avisdoni in 
initiating the effort to establish the Department of Community Devel- 
opment. 7'his would go a long ways toward permitting us to extend 
the kind of credit histitutions that exist iir the urban areas to the rural 



Er|c 116 



114 



areas, because we can [)rovM(le stroncr progrnm linkages. We can then 
begin to talk about afrpx\^{it-in<i niarkots between tlie urban and noji- 
urban areas where ^^e cannot do so now. It would be extremely dif- 
ficult to attempt to do that now because of tha dilferont Idnds of 
commitments. 

ill*. RoK. Aren't von going to end np in tlie proposed new Depart- 
ment of Community Development with hanng the rural and small 
towns-' efforts acaialJy swallowed up? ft appears to be very similar to^ 
what this Committee has been, lighting against for a long tinie, in 
■ regard tokceping the independence of the ^Small Business Administra- 
tion. The Department of Commerce has sliown a desire to have SBA 
in their Department. And can we see wliat is going to liappen to small 
business, it is going to get lost in the .^)ni (lie. 

Don't We have that' same sitnatio,i\ here in ternis of rural America 
in HUD? 

]Mi-. Jacksox. Absolutely not, for so\'ernl reasons. One, the combina- 
tion of the housing admiinstrations into one department would not 
eliminate the specific authorities for rural, areas. So, chat would not 
change. 

And two, wliat you really are picking np is the coordination be- 
tvreen the jn'ograms so that they can mutually support eacji other in a 
far more c ll'ert i ve way thau they do now. 

And thirdly, T c^ou'ld say that yon then begin to recognize the in.ter- 
relatio^ships'bet^\•een these problems and tlu" internal migration in 
the conntry from the rural areas and small towns to the central city. 

Xow, if Ave ever are going to malce sense out of a national growth 
policy, if M*e are ever rroinir to develop a rational ap])ronch toj^jroN'id- 
ing a' high quality of life for onr citizens in all commnnities in Amer- 
ica, v.'c jieed to have one department which is developing the na- 
tional policy the President !ind the Cpn£:ress need for an effective pro- 
^grarn, Ohherwise, by nature it will be a fragmented policy. And as 
long a.s it is fragmented yon are going to have disparities between the 
quality of life in different communities, and you will keep the rural 
and urban areas from sparring with each oth^er, not onl,y in the federal 
Congress, hut also in the State legislatures and in county commissions. 
We simply nnist discontinue this polarization that is sliaping legisla- 
tion, and the response of government to the needs of all connnunities, 
as each tries to outgraTitnianshi]:) the other for limited state, local and 
federal tax dollars. We think that a rational appi'oach to tliis probleni 
would be to have theni an organized department with clear lines of 
fi'nctional activity. And then you can adniinister the programs to 
take into consideration tlie shifts in population, the growth center 
concept that Secretary Podesta talked about earlier this morning, and 
the interrelationships of these acti^^ities that are so esseiitial for deliv- 
■ er i 1 1 g re sou I'c es t o m ee t a 1 1 c om m u n i t v ne e d s . 

Mr. RoK. On Jnno 10, 1900, Chairman Evins inseii:ed in the Con- 
gressional Pecord a jiress release by HUD in regard to a study by 
. the Jacobs Co., on small town problems and needs related to ITUD pro- 
grams. T believe that report was issued and rec^"^mmendations were- 
made. Whatever happened to those recommendations? 

^.Ir. J.vcixsox. That was a very fine report, ^Xv. Poe. As you Icnow, 
I supervised the develo]nnent of that contract bv the .Jacobs Com- 
pany and its implen^entation. And they did a rery fine job for us. Tliat 
report aiid the findings and recomp'^endations Avere made available to 
each Assistant Secretary as they related to^his program area. 

O 
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Mr. Eoji:. It: never was published. tho\i;[i:li, wns it '? 
Mr. Jackson. I boJieve it was ptiblished , ^vasivt it ? 
Mr. Paxtl. Yes, it ^x^\s published. 

Mr. Jacksox. At lerust we mleased the fiiidings of it. It served to- 
permit each Assistant Secretary of each prooT:lm area to study his 
own program acfcl vity in the light of: the finduigs of the Jacobs Com- 
pany, It also specifically gave us a feeling that tlie problems were so 
miaiense at the snu\ll tbwu level that it would be far better to liave 
more people available to assist the local level than to have a few peo]:)le 
available to assist them in Washington. 

So, the study lielped us in reaching tlie conclusions that justified 
thereorgani/.ation we spoke of earlier. I don't want to suggest that we 
v.'ould not have reorganized had the study not been done. But I am 
saying that the study confirmed the existence of problems of such, 
magnitude that more people were needed at a- closer level to respond 
to those needs. 

]\Ir. KoE. What h.appened to all the recommendations in that re- 
port ? Have tlicy been ip.\plemented ? 

Mr. Jacksox. Those recommendations, as I indicated, were made 
available to the various Assistant Secretaries. 

Mr. Roii:. AM that is all ? 

Mr. J acksox. And also to the Secretary and Under Secretai'y. And 
they were used to assist us in looking [\t our program activities to m^ike 
sui-e that wo responded to their needs. 

Now, perhaps I should insert into the record a copy of a letter that 
vras sent to Senator Humphrey in response to a letter that he wrote 
to Secretary Jlomnisy on February 28 that asked the same quv-stion. 
And we responded to that. And, ]Mr. Chairman, i"^ you would permit, 
I will read it. 

Mr. IvLiTczTxsTvi. Without objection.. 

Sir. Jackson. It is a three paragraph letter. I will read it for the 
record. 
It says: 

Deak SENxvroR HmtPHMEY; Secretary Romiiey bns aslced that I respoml to 
your February 2S, 1072 letter concerning' the .Tune 1070. Study of SniaU Com- 
inunity Needs as Related to Federal Housing Community Development Assist- 

^"^You will find enclosed a special nnalysis of the foUowup tnlcen hy HT^D on 
the 25 spec i tie recommendations contained in the suhject study. Additional ad- 
ministration initiatives bcarinjr favorably upon the future of rural nnd small 
town development have been put fonrard in the February 1. 1072 i)ro.i;ram on 
Rural Development submitted to the Oonjrress. and in the President's proposal 
to create a new Department of Community Development. 

"With respect to the question raised in your final pnrnfrraph, the folio of con- 
oenis for sinnll towns and nomnetropolitan matters is now carried in the Office 
of Plamu^^r and Manacrement Assistance under the Assistant Secretary for Com- 
munity Flanninjr and Management. X want to assure you that there has been no 
diminution of HUD's interest in delivering its programs and services to the 
smaller communities of this nation. 

And I si cfiiod the 1 et tor . 

I call it to your attention, Sir. Roe, because Secretary Koniney senses 
on the Domestic Coimcih as you know. And the Domestic Council re- 
ceives recommendations from all of its members on all of the pro^^ri-am 
activities under consideration. He made recommendations to the Coun- 
cil, and served on the parti culrtT- task foi-ce on rural communitv devel- 
opment, as well as being chairman of the urban community develop- 
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meut. And many of the roooinniciiclatioiis lie made included the coji- 
cepts recommencled to us in the Jacobs report. 

Mr. Eoe. You mentioned in tliat letter, I believe, that you attached 
what happened to tlie recommendatiou. 

Mr. Jacksox. Yes. We will supply thah for the record. 

jMr. KT.rczYXSKT. "Without objection it may be received. 

(The document referred to follows :) 
Hon. Ht'»Ki4*r H. HaM i'iikey, 

Chairman, BubcommUieG on Runil Bevelnument, Committee on Agriculture and 
Forestry, U.S. Senate, Washimjton, B.C, 

SK^fATou Ha>£iMiuEr I SocrGtiiry Rornney lui.s asked Huit I respond to 
your FobL-iiary.2S. 1972, iertei* concerning the Jnne, 15)70, '^StuUv of Snjiin Coni- 
nuinity Noofls a.s Related to Federal Housing and Community Development As- 
sistance.'' iTou will find enclosed a specinl analysi.s of tlie follow-up taken by 
HUD on the 25 specific reconunoiulations conraiiiod in the subject .study. 

Additioujii. Administration iniriarives hearinig favorably upon the future of ru- 
ral and ;sniall town (level opuiont liavo been put !f or ward in the February 1, 1072, 
Trograni of Rural Development submitted tortiie Congress, and in the Presi- 
dent's proposal td create a now Bepartnient of Community Development. 

Willi respect to the (piestion raised in your final paragraph, tlie portfolio of con- 
cerns ft)r .KinaU towut; and non-metropolitan matters is now carried in the Office 
of Fianiiiiig and Management Assistance, under the Assistant Seeretarv lior 
Community' Planning and Management. 1 want to assure yon that tliere lias'^boen 
no diminution of HUD's iiirerest^in^ delivernig Its programs and services to the 
smaller conininnities of tJiis nation, 
yi nee rely, 

SAMirEr. 0. Jacksoa^, 

(Enclosure.) 

Status Repokt on REco.NriNrKXDATioxs Ooxtalned in HUD 1070 S-rrn)^ 
"S:mall ToavjS PiioiiLEMS axd XE130S as Related to HUD ruoora: 

(By the Jacobs Co., Chicago, 111.) 

IUCKGUO0ND 

In Tune 1069, tlie Department awarded a one-year research contract to the 
Jacobs Company, Inc., of Chicago, a ruanagement consultant Irriii in pnblic 
administration and finance, to study small conununity needs and make roconi- 
nieudations for adapting or developing HUD and other Federal programs to 
effectively meet these needs. 

This undertaking was part of tlie Department's Small Town Services Pro- 
gram on-going mission to sharpen HTb's focus on less populous eomninnities 
and to improve delivery of program iiid funds and technical assistance to small 
to^^^ls, The study was coiiductejl nntler a contract monitoi'ed l)y the Office of 
Small Town Services (subsequently changed t:o Ofliee of Small Town Son-ices 
and Tntorgovernniental Relations.) in February 1071, the inissioii of tliese 
organizational raiits wis incorporated into a new Oflice of State and Local 
Ma nagenient Assistanoe, 

As part of this project, a sub-contract study on ininority group needs and 
problems in smaller conininnities was prepared by Roy Lihiejoliii As.soeiate.s, 
AAViShington, D.O, Major emphasis was placed on the housing situation of 
minority groups in smallei' connnunities witii special reference to ecjual oppor- 
tunity, availability of public services, and local leadership, 

GENKUAL 

The final rep.ort of , this .$15aO(X) study efl^ort wa.s submitted to IIT'T) by the 
contractor and sub-contractor in July 1070, It consisted of three volumes': 

Volnnie T— Study Design, Analysis, Concinsions and Reconnnendation,-t? — "Smfill 
Couinnmity Xeeds As Related to Federal Ilousi^ng and Commnnitv Development 
Assistance" 

Volume II — Community Profiles 

Volume III— Arinority Group Xeeds in Small Communities (Roy Little iohn 
As.soeiate.s, Inc) 
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Depart mental briofiii^^s on tlie v.irious study findings nnd reconinicndfitions 
were conducted for all depai'tniental Assistant Secretaries and key staff mem- 
bers shortly after the linal rei>ort was submitted by the contractors. Also, tlie 
Office of Small Town Services and Intergovernmental Kelations folio wed-up 
with selected progrjim directors to discuss in detail the study recommendations 
dealing with specific program areas and explore various follow-up alternative 
actions. Tliese include : 

Gompreliensive Planning Assistance I^rograju 

Workable Program 

Equal Opportunity Program 

Public Facilities Loan Program 

Urban Renewal 

Housing Production and Mortgage Credit Programs 
New Community Development Program 

l")epartmental activity in follow-up to this report with other Federal agencies, 
states, area developinent districts, localities,- the private sector, etc. by HUD's 
staif unit concerned witJi smaller community and non-metropolitan matters has 
been limited. The K(M)ort lias been treated as an interna 1. doenmeut and its rindiugs 
a ad reco mm e ml a tlo ns h a v e not been w i del y re I ea sed , 

TJie study examined a representative sample of smaller communities with 
populations under .jO,000 to identify their pliysJcaU social and governmental 
nmls, Tlie informal ion eonrained in forty community profiles develoi)ed to assess 
HUD program d(»livory and recrmimend specific improvements have, been dis- 
seminated to ihe comnuinUies concerned as well as to HUD field staif. Reaction 
to dat'e, to the eonim unify profile anal,vsis format, lias indicated that both HUD 
and smaller ciaiimunities would benefit it* comprehensive Community Profile 
Analy.sis guidelines were develoi)cd and available for wide nse by other smaller 
couimunilles nnd HUD program review oflieials. Deveiopnient ot information pro- 
files, such as those in the study can provide a new perspective oti particular small 
community or area-wide needs. 

The ('ommunity profile format calls for UTid outlines essential elements tor the 
eoinpreJiensive di.-igno.sis of n smnller community — economic, physical, social and 
governmental aspects. It can he ntili:^ed as an analytical or management tool by 
HCI) prx),gram oflicials (particularly at the Area Ofliee level), states, area-wide 
agencies, and the small town itself for a.ssessing local probUMus and needs and 
iden|:ifyinc: specific solutions. This vehicle provides a compi'chensive approach to 
viewing the snialier community and can supplement data required in Federal 
an d s til te p rogram a i cl appl ica ti ons. 

Tliis study report contained a number oT specific recommendations for strength- 
ening HUD and related program assistance to smaller communities. These recom- 
mendations to improve the delivery n.nd service of HUD programs were grouped 
u nde r 1 1 le f o 1 1 o wi ng ma j o r 1 1 ea d i ngs : 

.Modification of Existing Federal Programs 
Recommendations tor Xew Programs 
Administration ot Federal Programs 
SI tare Assistance to ^mall Com muni ties 
Growth ot Regional Agencies 

Tlie current stattis as to mnjor implementation actions considered, planned, 
or taken for each ot: the specific study report recommendations follows: 



Gomprehensi'OG Plannmg Assistance Program 

Rcconimfnidatloii 1: "Tiie community planning process Should be reoriented' 
and divided into two distinct parts : (a) preparation, of a preliminary plau which 
would include an overall analysis oC the community formulation of long-range 
objectives and goals, establishment of priorities and preparation of a work pro- 
gram to carry them out; and (b) detailed studies of major subjcHjt areas identified 
during the preliminary i)laiLahd included in the work program," 

This recommendation is fully Implemented with procedures spelled out in 
HUD'S 701 Program Handbook. 

RGCoynmemlation 2: '*The preparation and adoption of a preliminary plan 
should be pre requisite for all HUD public housing and community development 
programs,'' 

Tliis has become essentially a re.ality through the Area-Wide Planning require- 
ments and the Workable Program requirements (for community development 
programs), which have been issued by the Department since the submission of 
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the .Tacol)S report. Additional reQuircmcnts liave been levied through issuance of 
project selection criteria io our Uegionai and Area Ollices. 

Recommendation 3: "Iteqnireinents ishonld be formulated by HUD to require 
that applicants for "701" funding submit evidence that responsibility for imple- 
mentation of the plan has been assigned to a specific individual on the city staff 
and professional assistance in implementing the plan Avill be available from either 
the city staff, county, regional or state planning agencies, or a private consulting 
firm.-' 

Provision lias been made for this in the DepartmontAs 701 Program Handbook 
by requiring that the plnmiihg process be linked directly to and be responsive to 
the chief locally elected ofticial. The intent is to link the planning to implementa- 
tion tlirough the chief executive, as he is responsible for development decisions. 
The assurance of professional assistance in iinpleiuentatiou is not a requirement. 
However, we strongly encourage Gi:ch assistance through state services and the 
provision of continuing professional senices being available tlirough area-wide 
planning agencies. 

jRecommendation 4: "Activities eligible for funding the Comprehensive rian- 
niiig Assistance program should be expanded to provide specifically for CvUtinu- 
ing profe.ssional planning assistance in administering local plans." 

States are being enconragod_ to allocate 701 program funds received for plan- 
ning assistance in smaller communities (under 50,000 population) to provide 
eonriuuing type and/or fnll-tiine planning services. Increased emphasis is being 
placed to establish sub-state planning and service districts in order that local 
governnnMits nuiy share a common professional staff and obtain needed services. 

Rccommendatloyi ''The preparation of area-wide rather than individual com- 
munity comprehensive plans should be encouraged for small, non-metropolitan 
communities (generally under 25,000 population) ." 

This is now being do-e through Fart IV, 0MB Circular A-!>5 as revised Febru- 
ary 9, 1071. This Circular furnishes guidance to all T'ederal agencies for im- 
proved 'cooperation with state and local governments through coordination of 
planning in mult: jiirisclictiuniil areas. Common or consi.stent planning and de- 
volnpinent districts or regions are en con raged and procedures for bringing this 
about with a .state input, have bcK^n spelled out. 

HUD, in administering the Comprehensive Planning Assi-st/ince grant pro- 
.i?ram. is actively encouraging such action on the part of states. To date, approx- 
imately forty states have delineated and are e.stablishing sub-state districts, 
louring FY 1971, $3.4 million in comprehensive planning grants by HTJD were 
awarded through the states to 155 non-metropolitan districts covering 701 coun- 
ties in 34 states. This compares with $1.4 million awarded to 61 districts in 18 
slates during FY 1900. the first year this program was funded. During FY 1072 
the number of non-metropolitan areas funded and the total dollars allocated will 
be above the 1971 level. 

The Workahle Prof/ratn For Community Improvomoni 

Hccommem^otion 0: "Tlie renuirement for a workable program for commu- 
nity improvement a.^i i5ro5:ently constituted phonld ho discontinued. Howpvcp, 
the adoption of codes and establislimcT!*- of WTcctjvo codes onforconient 
lirogrnm should eon f lane to be required prior to the nccoptance of nn a pi)li cation 
ffn uiban renewal programs." 

ilnther thnn discontnming rno Worlcable Program for Comnmnil'y Tmprovo- 
ment a.*^ i>rescntly rfm^'titnted. we have endeavored to improve the administra- 
tion of this projrram. The Workable Program i-epresent.s- a nutans- l»y whicli 
comnumities of nil sizes and discipline their developisient. It .serves on nu overall 
l)asis as a vehicle to identify community needs, iirovide a plan for moetiag 
thof^e needs, idt-iuiry resources available to meet Ihoso ur-rd.s and establish 
priorities. It is a major tool for directing local progrnms, ?=**"'^n' a'nd other re- 
sources to meet basic l(>'^nl policy and improve the quality of local ^rovernment 
and develomnent. The application docnn^ents the re''ord of ]inst accomiilishmont.^ 
and sets for-h a course of fntn'-o af*Hons \-'-hif'h ^vill "-evve to ]n-event and 
eliminate slums nnd bliirht. The TCorlcal^le Proirrnni is tli^^ locniity's nro'^ram. 
prepared by local officials, with citizen involveme^nt in its development and 
implementation. Tn itself the application presents a disciplined appvoaeh to 
overcoming local problems impeding '^onnd community d^vr-lonmer.t mid it 
serves to aid ITT^D administrators in assv»ssimr a co?nmnnity's performanee. 

As a vnsnlt of new a p]) roaches introduced to strengthen the administration 
of the Workable Program, considerable progress has been made in reducing 
processing time of npplications for cet-tificatien nnd i-ecertifica tion. Ffforts 
are continuing to effect more expeditiou.s handling of community applications. 
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Xlic smaller workloadK ))y ronsoii of Hie oliminiiHoii of the AVorlcable Program 
requireniCMit for imblie lioiising and Section. 221(cl) (3) permit HUD stnlt to-- 
(levore more time to iirovicUiiK toeiiniosil julvico aiul a^.sistni.ieo to communiUes 
and to achieving generally more eft'ective administration of tlie Workable 
Program. 

Further with the HrD decontrnlization to Area and Ile^,'ional Ofliccs, IIU.D 
staft' have been brou^rht into much closer contact with localities. T1ie HXTD 
Jield stntl is now in a mneh better position to provide technical assistance to 
counn unities and also in a better position to evalnate local needs and accom- 
plishments. An extensive training program has been nndertnken for Jield 
ottice sraft'iK in all nsix»cts of Workable Frograni ndministration. The trainiiig 
activitv is a continuing effort that includes Uegional assistance to Area StalT 
as weU ar. special training, sneli as the HTH) Codes AVnrUshon that was con- 
ducted in Grafton, Illinois from •March r>~lO for IHJO Code Specialists tlirough 
theXation. ' 

nU't'Ovint nidation 7: ''A Cedes Tnipi'ovement Program specifically designed 
for conunnnlties of 25,000 and under should i)e created to assist cities of this 
sizr in the adoption and nixhiting of codes, and in the estal)lislunent of a codes 
enforcement program, a'lie program should be administered by tlie states. Xeeh- 
ulcal assistance should l>c available to aid coniuuuntics in code prej^aratiou 
and the training of inspectors. Financial assistance should be provided by 
.states to fiunnce the cost of liiring in^^pectors to implement the codes enforcement 
]U'02:ram." ■ -i. i * 

A specific "Codes Improvement Program" designed for communities under 
25,000 population has not been fully developed yet. but a number of related 
activities have ))eeu started or are scheduled. Organizaiionally, HUD has 
established new Regional and Area Ofrices which are de^ijaied to work more 
eloi^ely with all conunnnlties in the development of effeerive local programs of 
fouHUunitv improvi-meut. including codes adoption and codes administration. 
Codes S)>eeialists ba.sed in the HUO Area Oftices are speeifically charged with 
the resuouslbilitM of providing technical assistance and guidance to smaller 
eommun^^-'es in the development and administration, of active and effective 
local code adoption and code enforcement programs. Currently, the Department 
\^ preparinir ''A Guide for Code Adoption and Code Enforcement Tender the 
AVorkable Program for Conuuunity Improvement.'' This manual will ho spe- 
cifieallv designed to a.sf-:!st small comninnities In th.e adoption of local codes 
and* the development of active and effective code enforcement programs. Pub- 
lication of this Guide is anticipated by Tune 80, 1072. It will be part of a 
continuing effort to provide useful technical guidance to smaller communities. 

States are being encouraged to initiate training programs for local code inspec- 
tion Federal assistance is available for this purpose under HUD's Title A III 
Commnnitv Development Training Progra;?^, I^t^Oeral funds for the training of 
. local inspectors to be employed in ConcertErated Code Enforcement Pro:)ects are 
also nvaiiahle to local goveniments under HUD's Section 117 program. Also. State 
Commnnitv Development Ser^aces may be developed by states under Section (01 
Planning: Management Assistance to expand the technical assistance avad- 
able to local officials. 

Techniccil AHMstance to Small GoynmunUiGS 

Pccommoulfifion 8: "Technical Assi.sf^ince and Community Development Train- 
injT programs should be substantially increased and used primarily to assist eom- 
mhnities of 25.000 population or less." ^ . i u 

HUD'S Comprehensive Planning Program grant funds flowing through the 
states enable small towns and rural areas to pursue broad community develop- 
ment ])lanning in such fields as hou.sing, transportation, human resources, and 
eommunilT fneilities. TTor example, during FY 1071 alone, approximately 50 per- 
Cf^nt or ?25 million of the 701. Program funds went for community development 
planniuix in areas with population under 50,000. ^ 

A sul)stantial portion of KHD's Community Development Training Program 
fnnd.s (Title VTII of the Housing Act of. 1964, as amended) are utill5^ed for the 
I'raininir of officials from small communities and rural areas. These officials may 
also send staff, tuition free, to wwk.shops conducted jointly by HUD and the 

S Civil Service Commission on a nailon-wlde basis in employee development 
arid training. HUD is also sponsoring, under contracts with Temple and Shaw 
Universities, and the National Urban League, a series of workshops in housing 
m an a rem en t and community services, onen tuition free to .-an all town and rural 
\ housing authority staff. Technical assistance ser\'ices in training, manpower 
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(levelopmont, aiul univer?«ity ourrionliim clcvclopnient iiiaj be socnrod from HUD' 
through its newly osjnbl'.shod Area Offioow as well a.s the Roffional nnd Central 
OiTiees. Also, a ne\r manpower workshops proirram for local officinis will be held 
in the Summer of 1072. Attendnncc will be free, and approximately C,000 offieials 
will be iu'^ited nation-wide. 

Ilommg Pro (j rams 

Recommendation 9: '"'ITOD siiould eonducfc a study of the present methods for 
attractiui? developers and financing tor subsidized honsinjr prop;rams to deteviniue 
whether other mechani.sms would be more ea'eetive in iucreasiug the use of these 
pro.£crams in small comuiunities." 

The reeoramendation was essonthilly bnesd upon the relative little use of HTJB's 
various honsini,' proirrnms \i\ the small com uvjr.i ties snrveyed during the study. 
particulrc-Iy those eommuiiitles .situated in a rural settinjr. IIVD aLlmlnIster.^ its 
varioas housin.i? pro^rrams iu towns of all sizes and types\aud in both urban and 
rural .<«.ettinj?s. 3)urinjr fiscal years lOGS-lOTO, an annual avera^?e of approximately 
ten percent of the housing units whieli received assistance throu.j?h ITUP's FHA 
mortga.^e insurance progrnms or t>u-ou?;Ii the low rent public housing pi-ograui 
were located in rural areas (defined as nou-metropolitan counties having no city 
with a ])Opulatiou of irO.OOO or more) . 

The ratiu ofliousiii.tr built iu small towns and rural areas to all assisted hou.<<in4? 
Tenia incd rclntively stable during this tlircc-ycar i^eriod— at ten to eleven per- 
cent. The 122/200 single-family homes built iu rural nrcas represented a!)Out nine 
percent of all Il tri) VlrTA-iusurcd home mortgages. The proporlion of miblic hous- 
ing units located in smaller comniuuities c(>m])rised one qnarter of the national 
total, with one-sixth of all TllTD aided public housing units provided to com- 
ninnitit\s of nadov 10.0,00 population. T!\c greatest incrcp.se in activity, b.owevcr. 
has been in tiie coustriictlon of FTTA-iiisurcd multi-family projects. FHA niuitl- 
fnuiilv units buILt in rural areas increased from about seven percent to ten per- 
cent of the national total over the three-year interval nv>f)S~jlOTO) . :\ru]ti-famlly 
eou.struction incroiised more than eight percent from 7,200 units in FY 30(10 to 
.lo.200 units in it'x ,li)70. These rcccr.My coui])ilcd figures clearly indicate tl'.ar 
nrmy rural connnunitios acro.^s the Nation do find Tiri) Isouwing nroirrams 
csi)ecial!y suilnble to meet their needs. 

riro and the T.S. Department of AgricuUurc. reeogniziiig the interrelationship 
of their respective housing ni-ogram.s as they .serve i-ural small towns, regularly 
cooperate to deal with mutual problems of housing policy and program adminis- 
tration. Two year.^ a. go. this cooperation wa.c; fornmli>:ed by the ovgani'/ation of a 
ITl*l)~rSDA Rural TTou.^ing Coordinating Group to focus on iucrca'^ed housing 
for rural areas. A major concern of this continuing iuter-agency effort, which has ♦ 
been broadened to include OKO. is the !mplementati(ui of specific program recom- 
mendations to improve and increase housing program delivery in smaller, non- 
metropolitan CO! u muni ties under 2'.. 000 population. 

TJie President's proposed executive agency rc-alignment calling for a Depart- 
ment (^f Pomniunity Development provides a single TTon^ing Administration built 
around the bousing i)roductioii and management functions now in TrrM> ^nd the 
rural housing programs of tiie Farmers Home Administration. This would permit 
for uiorc ctfectlve coordinoHr»!i of fhcsc rural and urban housing i>rogranis with 
b e t te 1- se r V i cr :t.s- i n ti !ig f o r b o t h r. . b, u i ; in d n i ra 1 Sni a 11 t ow ns . 

Wntcr, ^cirer, and iva-Hc treatment profjram.s 

ReGomfnendation 10: "The Water and Sewer Facilities Grant and Loan Coji- * 
solidatiou Act of 1000 providing for TTCD re.>pon.^ibility for administering for ail 
waste troatiuent worlds should be enacted hv Oongrc.s's=i. Tli.e Economic Develop- 
ment Administration and the Appalachian Xicgioual Commi.«^sioii should retain 
authority to tnake siipi)lemental grants." 

'Phis recommendation Ou* grant and loan consolidation calls for Congressional 
action. The four Federal agencies administering wa ter-scwei* programs (TirD. 
Environmental Protection Agency. EDA. and Agriculture) have set u|> an inter- 
agency committee to study various ways to coordinate all a.<^i)ect.<^ of the.<<e sepa- 
rately authorii^ed Federal water-sewer programs. A four-\\'av agency nii-rccment 
for uniiorui i)lanuing rennirenients was deveIo]>ed during '1071. 'Po date, IIFD and 
K1*A iiave signed this agreement, drafted and approved by the full Tntcr-Agency 
Commifree. 

Vew Communitic-'i Pro {/raw 

Kceommondiitlon 11: "HDD should enconr.age the development of new com- 
munities in non-metropolitan areas. Such comuninlties preferably should be eoU- 
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structcd urouml existing sood coiniiinnifcies with growth potential. Fedenil and 
state officials should identify polential seed eonjinunities through study tech- 
niques similar to those used iu this study." 

The New Community Development Corporation Board Ims promulgated a policy 
Avhich would give priorities to typos of new eomnumities, such as small town 
growth centers, which are under-vepreseuted in the list of applications and 
pro-application proposals received to date. 

Measures have been taJvOn to enoouraKO or assist several major free standing 
new eommniiities in non-metropolitan areas which should have good chance of 
success. The Urban IManning AssistoMco program has been used to assist the 
»State Ot North Carolina in undertaking the necessary regional and local plan- 
ning for Soul City, to be located in depressed Warren County. The developer has 
submitted an applicjition to IlUl) tor guariintoe assistance for this project, and 
ts fomplet-ini; iirrangements for tho rpQuired equity investment. A pre-iipplioa- 
tiou proposal has also been submitted, with IlVD encouragement, for a new 
cnmmunity of ^lidland. Kentucky, which is a free standing new connnunity to be 
built around in-oposed multi-niillion dollar Corps of Engineers Dam and Forest 
Service recreation facility. In addition, another pre-npplieation 1ms been sub- 
mitted for Brier Hill, n free standing now connnunity propo.sed for development 
in Fayetle County. Pennsylvaniti. 

The developer plans to attract industry to Brier Hill which is located in an 
aren where there is subKtJjntial unemployment 

An initial planning study grant has been comiiieied for Pattonsburg, Missotul, 
t^"* demonstrate how u si'.uii! town could become a new cominuaity. The town has 
made initial contact with a qualified developer to undertalvo a new connnunity 
ttJi thr location near tlie Corps of Engineers reservoir which will force it to move. 
The Dermrtnient is continuing to i)rovido encouragement and assistance so that 
this project can move froiu initial feasibint.y stages to a "^rirle A"Ti New Com- 
munities Program api)iication. Two otljer pre-applications for snm.ll town growth 
centers in Arizona and Fhlrida respectively are in the initial stage of review. 

HUD has encouraged states which have expressed interest in balanced growth 
stndie.s anrl tlie creation of state or local development corporations which i-an 
actively undertake now connnunities, including those developed in conjunction 
with small towns in non-metropolitan areas. However, few states have followed 
the lead of New York in creating strong development corporations. Several 
states, such as California, ^liehigan, Pennsylvania and Ohio are considering 
similar state legislation. 

Although it is reeognixed that our non-metropolitan areas and small towns 
haA*e a potential for new town development there are several i<ey problem areas, 
however, in implemcJiting these broad policy guidelines. First, small town growth 
centers often would have difliculty in qualifying for Federal assistanee because 
of the lack of capability of these suiall towns to plan something so conii)!ex as a 
new community. The develop^'r obviously nuist have the tinancial, technical, and 
adnunistraiive ability and background appropriate to the size and complexity of 
the project. Secondly, the creation of a jol) base is obviou.sly critical to the eco- 
nomic feasilnlity of non-metvopolitan new towns. However, it i« virtually ahvay.s 
difficult to obtain commitments from industry and other iiiiniary employers to 
locate at the new town site at an early stage when financial commitments nuist 
be entered inf'\ HiJu phices a iilgh priority on this type of new community and 
v\-ill continue to work with and encourage small towjis with the potential for 
uew community development. 



SimaU Com mil nil 1/ Dcvcln}}n)rnt J'rof/yurn 

KccomnicniUttion 12: "A Hmall Couunuinty l^evelopment Program sh<nild 
be established as a demonstrutio?! program for non-metroi>olilan connnunities 
■of 15.000 population and under which would provide grants of up to 100 percent^w; 
to ii nance needed community development projects and programs. Eligibility in 
a program would ho limited to those communities with future growth potential 
that could show linn ted local resources to fnuiuce the programs on their own." 

With the exception of a ci ion projects supported by Model Cities Program 
supplemental funds, no program authorization exists under current legislation to 
make 100 i)ercent grants to finance connnunity projects and programs in non- 
metropolitan comnu.inities of 1.5, (X)0 j)opulation and uiuler. It should be n(»ted 
that of the 150 ^rodel Cities program connnunities, eight of the communities 
participating are under 15,000 population. 
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Enacfmeut ot* (he ProHiOcnf 's ))n)jios(»(l rural dOA^flopnioiif spocini revenue siinr- 
ing would permit funiliuij by (^onuntuiities ot iieedocl eoniuiuiiity developuient 
projects and program s\ 

Public Facilities Program 

Recommendation 13: "HUD should establish a program de.si/?ned to provide 
graiil» ot iifty percent to coiiiuuiiuties luider 15,000 impulation for the construc- 
tion of admiuistrative and public safety facilities. 8upi>lenientiil assistauoo u|) to 
an additional tliiny ixii't^c^nt should also be allowed in cases where more than 
one of the local governments in a community join together to construct a common 
facility/' 

HUD has no legislative authority for a program of this type. Enactment of 
the Preshient a proposeil general and special ,siiaring measures will orovide new 4 
and unrestricted funds to be used as tlie states ^^^u^ locaiities deem appropriate. 

in. AUillNlSTUATlON Ofc' FEDEIJAT, VHOCniAAlS 

Small Town Services Prog ram ^ 

Rccommcndiition U,: "The functions and iX'sponsibilities of the Small Town 
Ser^'icos program .should continue to involve four ma.joi- program areas: (a) 
informational assistance; (b) general assistance and advice ; (c) interagency 
coordina tion ; a nd ( d ) resea rch." 

lU'commendafion J5: ''The Small Town Services program slioulu be augmented 
In order to be more effective in assisting small commuriities. Consideration should 
be given to the establi-shment of the program function at the regional level/" 

Recommendation 16: "The Small Town Services program should taice the lead 
respon-sibility in urging the development of u small conuuunity data system 
based upon the small comiuunity prolile methodology designetl for this study." 

The community prolile format calls for and outlines essential elements for 
the comprehensive diagnosis of a small community — economic, physical, social, 
and governmental aspects. The study report iKviiits to the potential of utilizing 
the small community profile as an analytical and tecfiiiical/management tool 
by IIUD program officials (particularly at the Area Odice level}, states, area- 
wide agencies as va'll as the small comnumity itself for assessing local problems 
and neCKils and identifying si>ecific solutions. The profile methodology provides 
a conipreiiensive approach to viewing the small commtmity and often supple- 
ments data re^iuired in IIUD program applications. Cominents received fronr 
HUn fiel-^l officials indicate a divtrialty of uses for a comprehensive Community 
Profile; e.g., supplemental and supportive to narrower program protiles, addi- 
tional substnntiation for both program and project needs useful to program 
managers and their teams in working with a community, a guide for governinent 
officials at all levels, and a fully documente<l statement of problems and needs 
as well as locnl resources available. 

The Community Profiles developetl by the study have been distributed to 
each Regional Office as well as to each of the respective mayors for their use 
and comment. To date, both the written nnd verbal responses indicate that 
both communities and HUD would benefit if comprehensive Community Profile « 
guidelines were developed and Issued, 

Also, a technique to utiliKC the community profile rn»-;houology is spelled out 
in the report. .V -'Classification HanUing of Small Communities" based upoJi a 
factor analysis process can provide a HUD program administrator useful in- 
formation in considering a couinuinity's grant application. He can use the * 
factor analysis data as a tool in making his judgment between application 
for aid. It ennhles him to select that application that presents the highest 
indication of success, based on past i>erformance of that community in handling 
gran^«5 or oUier factors shown on the chart. 

Rrcowmf^tuJation "The Small Town Sevvloes program should concentrate 
its efforts on communities of 25.000 poi)ulation or less/' '-^^^^ — 

The Small Town Services Program, located in the Department's Office of 
State nnd Local Mnnagement Assistance, is assigned the mission to provide 
an improved focus and increaswl assistance for meeting small town housing 
and community development problems and needs. One of its major functions 
is to provide staff support and technical a.<^sistance in identifying and analyzing 
the special housing and community develojanent problems ,'in<l needs of smoir 
towns and rural areas, and recommend apf>roi>riate action. A I'egional counter- 
part stnff to serve as a focnl point for small town services and n on -metropolitan 
development matters has been provided In each of the Department/s ten regional* 
offices. 
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Altliough no formal policy has been esUiblished to I'ocus on problems of com- 
luu Mi tics under 25,000 popiilation, tlie aetivitios of. tlii.s Otfice have been so 
acWressoa. For example, HUD's participation with USDA anc! OEO in developing 
and implementinj? improved niral housing programs, cited earlier in this report, 
is an example of tJie focus being piacei.1 on rural areas and communities under 
25,000 r>opulation. Also, the efforts of tliis program have been concentratea on 
stinuilating, numitoring and evaluating various demonstration etl'orts and studies 
that; ileal ^vith rlie problems and special needs of tlio smaller comuuinities of 
25,000 popidation or less. 
Proonim Application Reviews 

Recomniendation JS: "UVD field offices shovdd be instructed to conduct pre- 
applicatiou conferences witli committees especially for major projects such as 
housing, urban rene\v:il and water aud sewer, prior to submittal ot formal appli- 
cations for funding. Conferences should be held in the applicant comuuniity and 
not at the HU-D HeUl oflice." 

Since the completion of this study report, the Department has established 43 
Area Oflices, tiu-ougiioun the luition, having eomi)rehensive i)rogram review aud 
approval authority. Tiie procedures in effect or in the ijrrjcess of being updated 
call for a conference with each connuuuity prior to the submission of a formal 
program application. The decentralized Area Office stvucture facilitates the use 
of the pro-application conference teclinique in all instauees where the community 
is t)ie applicant. 

With reference to applications for iiousing projects, other than public housing, 
the.se are usually submitted by i)rivute ^llonsors and are exjjected to comply with 
the plan'ning reqnirements of the local authorities. To invite small town othciaiS 
to sit in at a pre-applic;ation conference on such numerous Iiousing projeet appli- 
cations would res'.jlt In further delays and reduction of the volume of housing 
produced in smaller communities. 

HUD field oflices are nov/ negotiating "annual arrangemonts" wivli selected 
individual communities, packaging Community Development and other IIUD 
aids in a coordinated series of programs njost appropriate to meet locally-detined 
problems and priorities. This negotiation process enables t)ie discassion of suit- 
able programs with ronnnunity elected oflicial.s prior to the filing of formal appli- 
cations. Further, HUD is now developing a Project Selection System for Coni- 
mnnitv OevelOBinent Programs which would enable a HUD judgment as to a 
c'-tnuuunity's eligibility and priority for community development funds before 
the submission of detailed technical information is required. This would avoid 
the burden, particularly onerous on a snuVll community, of preparing such infor- 
mation for projects whieh cannot or will not be funded. 



Expansion of State Role in A8sisti?ig SniaU ComvmnitlCH 

Kccommendatioyi 19: *'The Federal Government should continue to encourage 
the est^'hiishment of Oflices of Community Affairs in states wliich do not have 
them." . , 

Rccoinnicmlation 20: "The Federal Government should encourage staiCs to 
as.sunie greater financial responsibilities for assisting .small communities in such 
areas as technical and planning assistance, housing, urban renewal, aud other 
programs aimed at rebuilding and revitalizing small eonini unities." 

A riiajor vehicle to achieve these objectives is the President's proposed program 
for general and specific revenne sharing. Tlirough a general revenue sharing 
and six sixjcial revenue sharing proposals, states aud local goverumeiits will re- 
ceive substantially automatic allocations of funds and therel)y be given a full 
share- in the task to chart tae nation's growth and development. In support of 
the.'^e revenue sharing proposals, a new and broadened n^'Ogram for Planning and 
Management Assistance to state.'^i, to area-mde agencies, and to localities was 
requested for FY 1972 ($100 million requested— $60 million appropriated). This 
grant program will enlarge the 701 Comprehensive Planning As^'.istance Program 
objectives by r>rc-viding broader and more flexible state supT,>ort for local govern- 
ments to build their capacity to govern effe *:ively. Emphasis is planned on the 
development and use of cr>mprohen.sive inana^ement (not planning) processes. 

Also through use of funds under Section : U(b) of the Demonstration Cities 
and Metropolitan Development Act of 1966, Wm has lielped to support ten state 
technical assistance offices concemecl with sJ:»;xnrvgthening the capability of local 
general purpose government and relating sta p.' iinnlng and service delivery sys- 
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terr.a to locally-tU'toi'uilJKHi plans and priorities. Tii the Slate ot Texas, sncli IIUD 
support helped provide the stimulus for the creation of a cabinet-level tlepartnient 
ol: eotiiiii unity aft'airs. 

State Bncouraffement of Small Community Oonsolidation 

Uecommimdation 21: ' The Federal Government should urge states to strongly 
discounige the i'nrther proliferation of municipal itios and provide financial and 
other incentives to encourage either municipal consolidations -or the transfer ot 
area-wide functions to regional agencies." 

Inerease<l emplmsis on the creation and support of area-wide planning and 
service districts to identify problems and priorities, and mobilize available re- 
sources is, underway. Multi-county districts alTord a new I'ocusiug device to 
achieve more flexible and responsive smaller comnuinity and non-metropolitan 
governmental institutions and services. Duri ug FY 1971, .^3.4 million iu compre- 
hensive planning grants were distributed by HUD, through the states, to ioD 
non-metropolitan districts in 34 states. This is compared with .^1.4 million awarded 
to 61 districts in IS states during FY 19G9, the first year this program was 
fumled. As of June 30. 1971, 3S states had ofUoially delineated aiea-wide plan- 
ning and developnuM\t districts. Tlie pot^'utiul of the regional or area-wide agen- 
cies approach to provide new dire<::tion and solutions for small conuuunity con- 
solidation or coordination is still largely untapped. 

The Depart aient has supi)orted through its 701 grant lU'ogram and Research 
and Teclinology progrjuu various efforts designed to achieve coniunmity con- 
5:oUdatious and area -wide improved public services. For example, a Reson reh and 
Technology grunt has been made to Technioal Foundation, luc. of the West Wr- 
ginia Institute of Technology, designed to improve public services in some thirty 
rural communities in the Upper Kanawha Valley of West Virginia. 



Recommendation 22: '•HUD should recommend to the Bureau of the Budget 
that it .should actively encourage state governments to implement provisions of 
the Budget Bureau directives providing for conuuou or consistent planning and 
development districts at the regional level. It* conformance is not forthcoming 
within a reasonable amount of time, other means .should be considered to produce 
compliance." 

Recommendation 2S: "HUD should urge the states to delegate resnonsibility for 
providing better coordination and the conmiAn use of resources where fea.sible 
in each regional planning and development district to one of tlie local participating 
agencies. The non-metropolitan planning district or COG^ should be con.sldered 
for a.ssumption of this role. Ultimate responsibility for coordination, however, 
should remain with the states.*' 

These recommendations are being im]>leniented by the Department primarily 
through the revised Comprehensive Planning Grant Program Draft Handbook, 
dated Septbml)er 1071. Prograui policy is that whenever possible local assistance 
and services should be provided through area-wide mechanisms, so as to gain the 
benefits of a more desirable scale of economy i)o.sslble with a connuon or shared 
profe.-'..sional staff at the areawide level. Also, the OfTice of ^Fanagement and 
Budget through its revised OMB Circular A-Oo, dated February 9, 1971, spells 
out guidelines for achieving improved cooperation with state and local govern- 
ments through regional plaimingand service districts. 

Tu summary, much useful data on .smaller community development witli recom- 
mendations was presented by this study report. The Department has utilized and 
plans to further consider the report findings, reconuneudations, and their impli- 
cations for achieving sound .small town development. 

NovE.M JiEu 1971/Revised Maucti 1972/FCD. 

]\[r. KoE. Tliat is all. Mr. Cliairnian. 
JIt. IvLtrczY^xsKi. jNIr. Finn. 

Mr. Frx?^". jNfr. Chairman, I have no questions. I just want to make 
a sl)ort statement to explain tlie absence of the two minority members 
of the vSnhcomnii ttee. 

I A^ antod to assvn*c voii that Mv. Stanton and Mr. Hoiton are both 
involved with mattei-s closely involved in vrlmt you are doing tliis 
mornino:. ^Iv. Stanton is involved with the housing bill marlaip, and 
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Ilorfon is involved M^itli the Government Operations Comniittne 
iji the marklno- up of the leirisliition in tlie Department of Coininunity 
Dev^elopnienL And I am sure thoy->vould Jiave liked to have Ix^en here 
otherwise. 

My, Jackso>j'. Thank you very much. "We have great respect for 
them, and we know how they support our protrmnas. 

Mr. Ivr.uczYNSKi. I want to thanlc yon for the splendid testimony. 
It is always a pleasure to liave you before this committee. And thants 
ao'ain for the splendid cooperation. 

^Vfr. Jacksox. Tlntnk you very much. 

]Vii;. Ki,rc'/Yxsivj. The next witness will be Mr. Alvin Jones Arnett. 
Executive Director, Appalacliian Kegional Commission. 

TESTIMONY OF ALVIN JONES ARNETT, EXECUTIVE DIRECTOR, 
PRESENTING STATEMENT OF DONALD WHITEHEAD, FEDERAL 
COCHAIRMAN, APPALACHIAN REGIONAL COMMISSION; ACCOM- 
PANIED EY PAGE L. INGRAHAM, INTERGOVERNMENTAL 
PROGRAMS 

Mr. Atjxkit. Mr. Chainnan and Mr. Bergland, the statement is that 
of DonM.lu Wlritchead, the Federal Cochairman of the Ai^nalachian 
Keirional Commissioii. I am the Executive Director. 

. Accompanyini,^ iue is Mr. Pa;^o Ingrahani, who is Director of Inter- 
gOA'ernmental Pro^^ranis at the (Commission. 

Mr. Ohairman. it is a pleasure for jue to appear before this commit- 
tee wiuch is .considering major Federa^l policies and progranas relathig 
to rural are^is and their iniplications for small business. The Appa- 
lachian Regional Commission, since its establishment more than 6 yeai*s 
a^'o, has been vitally concerned with tlic problems of runu areas and 
ilicir need for economic development. 

The region has a network of small- and medium-sized commimities 
and cities with only one major metroi^olitan area, that being Pitts- 
burgh. Central Appal add a, consisting of portions of Kentucky, West 
Y'^J^ginia, Virginia, and Tennessee, liivs one of tiie largest concentra- 
tions of rural population anywhere hi the countiy — in fact it is one 
of the densest in the Uiuted States. In the southern part of the regioji, 
a.n agricultural ecouomy is being increasingly affected by iiid ust rial i na- 
tion and urhnnizariun while in tiie north :i. coal-steel-railroad economy 
iS .blurting to new types ui! manufacturing and service employment. 
}Ve have been fnced with the problems of change in rural areas and 
in small and large business wliich have had a^profound impact on 
the region. 

One of the major cliaracteristics of an area experiencuig difficult 
economic growth problems is the. special impact on small business 
which serves local maricets and on rural areas ^vhere it becomes difficalt 
to pro\nde an adequate level of liealth, education, and other services. 
Thtt findings of some recent studies, for example, illustrate the extent 
of t.liPi slack that exists in service :ind retail employment. It was 
found that an increavSe in industrial jobs does not necessarily result 
in a corresponding increase in se!-\nce and retnil emplovment, this 
meaning in small business jobs. Tliis woald indicate tliat existing 
service and retail establishments are operating below capacity and 
therefore receiving less return than they should. Another indication 
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of the particular impact on sinall bnsineas is the active and predomi- 
nant paiticipation in local indnstrinl and development organi^.ations 
by small businessmen. They know that their future depends on con- 
tinued gro^vth of the economy. Their livelihood is fixed by tlie local 
inarket and they need a growing population and rising income level. 

Another major charact^iristic of areas lacking adequate economic 
growth is the disparity that exists between services and facilities avail- 
able in the rural areas and those in urban areas. 

These disadvantages in educational and medical facilities and serv- 
ices, housing, living standards and pei'sonal income are marked. Rural 
governmental institutions may be unable to I'cspond and provide the 
type of public services required. The small local governments are 
ft-eqnently not equipped to undertake the plamiing and development 
acti^dties necessary to overcome their handicaps. 

Our activities under the Appalachian Program have borne out this 
experience and have shown that the best way to aid rural areas and 
small busine&s is to undertake a combined urban and rural develop- 
ment program for the total economic growth of an area. The deci.sion 
to focus on total economic development, broadly construed, has al- 
lowed the Commission to concentrate limited resources where they 
will have the greatest impact while still responding to tho.se needs of 
people which affect economic growth. 

Focu.sing on total economic development led to the adoption by the 
Commission of a policy wMch emphasizes the concentration of in- 
vestments in areas with growth potential or in areas ha^dng a sub- 
stantial impact on a growth area. The policy recognizes tha.t it may 
be necessary to provide health and education services in other areas 
so that the people in more isolated regions, who cannot be served 
effectively by facilities in a growth area, may nevertheless, receive the 
health and education services they need in order that they may par- 
ticipate more effectively in sQQiia|y.^.^nd the economy and thereby con- 
tribute to the economic growth'of the area. By concentrating major 
investments at selected locations it is possible to provide the necessar}^ 
level of services readily accessible to the surrounding rural hinterland. 
Only by the effective "application of such a policy will it be possible 
to encourage centers which provide a level of sei'vices sufficient to 
provide an alternative to continued migration to major metropolitan 
concentrations. Such a policy can contribute to a more "balanced" 
national development— an increasingly songht-after objective. 

A number of Appalachian programs illustrate the impact of a 
total development policy for both urban and rural areas. The local 
development (districts, which cover mo.st of the Appalachian area— 
an'1 by the way. our Appropriations patron — ^Mr. E^^ns— smiles down, 
if only from a portrait— this area covers the mountainous region from 
Schoharie County in ?rew York to Kemper County in Mississippi, it 
runs down the r'idire of the Appalachian ISFountains. So. it extends 
almost from Ncnv York City to the Gulf r^f Mexico, with i-oughly 20 
million people. These locaV development districts whicli cover mo.st 
of the Appalachian area, are an organizational embodiment of this 
relationship. The planning and development districts proWde an 
area-wide forum within which rural and urban, public and private 
interefsts cun jointly develop programs to provide necessary services 
and foster the economic growth of the area. 
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AUJiongli tlie district orgainzations take a- variety of forms, they 
have in common a ranlti-colmfy, mnlti-f actional approach with pro- 
visions for the participation of local oovernments and private citizens 
from their, area. You will want to contrast with wliat Mr. Podosta 
said earlier about the 250,000 limit for tlie EDA districts. Ours have 
no such limitations. Ours have to be mtilticoiinty and nniltifunctional. 
Thoy carry on a wide and varying range of activities including: Plan- 
ning for arejiwide cleveloprnent: n^sistanoe to local governments and 
others in the development of proi)osals for joint programs and proj- 
ects and funding them; research and studies of area^vide resources, 
problems and potentials; technical planning and research assistance: 
review of grant-in-aid pioposals; assistance and encouragement -for 
companies and industries sooking to locate in the area ; and. fostering 
areawide cooperation and local cost-sharing of services. Local devel- 
opment districts we liken to a barn raising. It is simply the coming to- 
gether' of three, four, five, as many as — the largest district is 10 coun- 
ties, isn't it? 

Mr. IxoKATiAM. About that, yes. 

Mr. AiiXK-rr. It's simply the pooling of small counties, tax-poor 
counties, to deveii^p those arens. Aviiich doiie singly they could never 
do. And coming together they are able to have vocational schools, area 
hospitals, and area airports. The districts nra on the scene at the point 
where they can be ijj.str.umental in deA^elo])ing programs and projects 
which will contribute to economic growth while ]iroviding the neces- 
sary services for both urban and rural people within the district. 

Local development districts in a number of States have been particu- 
larly active in specific development progi-anis and activities within 
their districts. They have frequently worked closely M'ith industrial 
development and tourist promotion groups, although we are prohib- 
ited by law from actually going after industry, that is, we cannot 
proselytize, we cannot pirate. There is also an admonition in our law 
that says we cannot fimd production enterprises, that is, we cannot 
provide startup money for industry. We have no business loans. 

The districts provide a unique opportunity 'for urban and rural 
areas and representatives of goverrimont business and local citizens 
to work together in, pooling the available resources.. Most frequently 
tlie districts serve a? the facilitating agencies through which groups 
and lestnu-cc^ can be bi'ought together, progi-ams cnn l)e developed, and 
available assistance and resources ca n be most eft'ecti vely used. 

There are innumerable examples of the ways in which the dis- 
tricts haA'e contributed to the potential for* economic development. 
I will mention only a few. The Duffield Industrial Center is being con- 
structed along an Appalachian De\'elopment Highway Corridor in the 
LenowLsco Local Development District in Soutliwest Virginia. It 
illustrates the effect that a local development district and a high- 
way corridoi' can liave on the economic potential of an area. The project 
was located in one couuly and receives support from two othei' coun- 
tie^Secause of its contribution to tlie whole area. The local fun.ding 
was combiiuKl with funding, projects, and tecluiical assi.stance fron^ 
the State of Virginia, the Econouiic Development Administration, 
the Appalachian Eegional Comnvission, atid TVA. 

Several local development districts have been instrimiental in as- 
sisting in the establishment of small business investment conii)anie9 
O jO bring additional capital into their area. One of the recurring prob- 
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Icms in the Appalacliiaa Ecgion has been the lack of adequate in- 
vestment and development capital and the SBIC's, with tlte sup- 
port of local busmess, can laelp to fill this gap. 

If I may add here, we did a study in 1969 that indicated that Ap- 
palachia was a capital export region, that is, the bankers Avoald 
rather put their money in Treasury notes in San Francisco than 
invent in mortgages in iMagofKn County, Ky. We have indications now 
that that lias turned around. And that we are going to check, in fact, 
by going back ^uad reassessing the situation, whetiier indeed Appa- 
lachla continues to be a capital export region. We are hoping that those 
1969 findings are indeed no longer so. 

The Appalachian development highway system — and if I may add 
here, the Appalachian program lias been popularly cJuimcterized 
as a highway prograna, a system of 2600 miles of highways which 
has been designed to interlace Appalachia. If you will look at the 
interstate system you will see that it well serves Washington, D.O. 
and St. Louis, and that when 1-64 is built you an wliip through Ap- 
palachia quite speedily. But for the people in Bluefield and Beckley 
and those other folks in West Virginia, the interstate highway system 
is indeed a very limited access highway system. The 2600 miles, in the 
main, an interstate standard system has been designed to interlace 
those interstate. roads in West Virginia, East Kentucky, Tennesseee, 
and so forth. That system now provides a prime example of a program 
wliich is designed to support a total economic development policy 
aiiecting both urban and rural areas. It is ahnost tiie backbone upon 
which the Appalachi an p rogram hangs. 

The system links the major population centers of the lve<»-ion 
and serves the dual pui'pose of enlaancing their potential for develop- 
ment and making them more accessible as sei^vice centei-s for the sur- 
rounding rural areas. New industrial locations within the Region il- 
lustrate the effect of this policy. Foity percent -'of new enterprises 
locating in tlie Appalachian Eegion within the last five years have 
located witliin ten minutes of development corridors and seventy-five 
percent within a half an hour of the corn dors. But the corridors and 
access roads not only serve a direct industrial location purpose. They 
also contribute to the success of another aspect of the economic growth 
policy. They can make specialized and more sophisticated health and 
educational services and facilities more generally available and ac- 
cessible. 

In Appalachia.. among the other problems, we have a terrain prob- 
lem. Ground that it takes us 30 minutes to cover in the flat laud takes 
an hour and a half to cover in East Kentucky. And this affects the 
health deliver}^ system, the ^educational system, and every other en- 
deavor that you tiy to plant on the landscape out there. 

We are currently embarked on two new eflbits to permit the Region 
to further capitalize on its highway investuaents. A new highway de- 
velopment planning program has been established by the Congress 
this past year with the objective of aso .ting member States in pre- 
paring action plans and programs that reinforce transportation in- 
A^estments, while at the same time protecting highwa.y capacities and 
enlaancing highway safety. This type of plaiming will help to identify 
feasible development, industrial coimnercial, and residential, at specihc 
Sites and prepare development programs. It Avill provide the potential 
for a development link between urban and presently rural areas. And 
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there you will iiofcice aiiotlicr link between wiiat Secretary Jackson 
just said aifew moments ago. 

The development of ^'iable, econojiucally feasible, rural trans- 
portation systems is rmother particularly challenging aspect of tJie 
economic gro^,vth policy described, liural transportation systems can 
provide a vital Inilc in making health and education services avail- 
able and m providing access to stores, shopping centers, and jobs. 
However, we have found that tJie economics of rural systems present 
major problems which reqaire imagination and dedication to solve. 
VVe are only beginning to explore the possibilities in this area of 
development. We live working witli several local development dis- 
tricts to assess tlieir problems and potential and undertake demon- 
strations designed to test various cooperative approaches to rural 
transportation. 

A second major element of the regional economic s^vowth policy 
was the decision to assist in providino;-health and education sorN-ices 
and facilities on a broad area-Avide basis so that they would be a\'ail- 
ablc to tiiose who needed them reo-ardless of where they live. The 
basis lor tliis decision Avas the need to equip the residents of Appa- 
lachia to piirticipate productively in societv and the economy as in- 
crcasiui^ opportrinitie.s became a\'ailal)1o within Appalachin- 'or else- 
Avhere for tJiose who cho.'^e to lea\-e. :Meaning, in the Appalaciiian 
ghettoes of Chicaii'o, for instance, you should not have a large stream 
of people oomin^(T in from. East Iventiicla-, now, to people th^ose diet- 
toes, ir indeed they do choose to p'o to Chicago, or to Minn.apolis, or 
what have you, they nhould be able to compete on an equal footing 
becaii.sc of the technical and A'ocational educational plant and sys^ 
tern that we haA'e set in place in Appalachia over the past fn^e year.?.* 

As my earlier reference indicated, the local develo]mient 'clisti-icts 
and other area-wide agencies, particularly health demonstration coun- 
cils and regioiial edur-ational service aireneies AA^hich receive assistance 
through [-he^Appalaclvian Prna-ram. plav a vital role in the success 
of ai'ca-Avide effoiis. Tt is within the district and re^-ional airency 
fraiucAvork that services can most effectively be made available to 
those Avho need them in outlriug rural areas.' A number of examples 
of the potential ]-)resented by this approach could be described, and 
J Avill confine mvRelf to just a couple. 

The ])rovision of health services throuflrhout their area has been a 
piaior object! v'o of the health demonstration prognrms. This has in- 
cluded Hie addition of more i-eadity acce.=5Hil)le ucav clinics and the use 
of mobile equipment. They haA^e also included home health serAnces as 
an alternative to acute care bed service and haA^e focu.sed on dental 
services for school-age children. 

^ .V ninior locus of the education procrram has been to improA-e A^oca- 
tmnal and technical education throufrhout the area. A specific ob- 
iopti\'e v-ns to increase the relevanr^e of education to jobs aA-^ailable in 
order to bef-er meet Appalachia s manpower needs. A si.jririficant con- 
trdmtion of the program has been its emphasis on relatinir the courses 
of instruction to the actual iob mai-lrot. Studies shoAv that in 106f> 
ai^nroximatelv G2 nemont of those talcinor A-ocational training in Ap- 
palachia were stndvinir for occupations makin<r up only 5 percent of 
the. iob inarket. That means that 57 per-rent of the kids in vocational 
schools were being ti-ained for the welfare rolls. * 
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Xow, SO percent of all stvideuts in AppaJachia-assisted schools are 
trai:ai]if( :for job opportunities reflecting ]iational, regional, and sub- 
reicional employiiunit projections. 

The ren^ional education service ao^encies make it possible for a inim- 
bcr of scTiool districts to join to<:;:ether in area cooperatives to share 
the costs of cettain types of school services, teaching capability, and 
occn]:)ational iuformatioa and oruidan^e'that they conld not have af- 
forded if they wiit at i't alone. The comparison here is like a con- 
solidated high school. Eather than consolidating bricks and moi'tar M'e 
con:^olidate services over several comities, special art teachers, French 
teachers, special reading programs, and what have you. 

Let me emphasize again the need to view urban and rural develop- 
ment as^ part of a total grov/fh policy. Looking at rural areas ir^ isola- 
tion or at only one facet of industrial and commercial gi'owcli will 
not suffice. Let nie ilhustratc'Early in the last decade. Kaiser Alumi- 
num, a very public nvinded conipany, located a plant employing over 
*),000 persons in one of tlie Ap[)ahu'hian States. It was assumed that 
this would have a major effect on the futui'e of the area. However, in 
fart, employees comnnite to that plant from 27 counties in two States. 
The impact of the payroll is so dispersed that it has not contributed 
to tlie location of needed health, education, and public facilities with- 
in the area. Although' the plant provided much needed em]:)loymentrits 
location resulted in less than maxiinum impact, and this is where we 
come to the p roblem o I: growth centers. 

We have to be concerned Avith. a multi])lier eif'ect of Avhatever we do. 
We liaA'e to do those things that Avill call in, or draw in, or serve as, 
a lodestone for additional iu vestment.- Wc liave to deal in couceur ra- 
tion. And there is ri critical mas.s — there is that threshold u:'\'el — 
where, in pntting together health activities, irducational activitipq. 
trar.sportation systems or Mdiat have you, things start to click. Eostow ^ 
used the term ''takeoff point''. And there is that It is not a readily 
denunble and identifiable point. Bnt there is a place at which towns, 
localities, do uicleed take off, 

What liappened in tliis Kaiser location is that the effort became 
sorr. of diffused, yon liad a plant there, and the ]:)eople connnuted in 
from as far away as GO or 70 jniles to work in that plant. 
" In eonclusioTi. oiir experience has shown that the prol)lems of rural 
areas and small bnsinesses in regions lacking adequate economic 
growth are but one aspect of the total social and economic structnre. 
Small biisinessnian operate at less tlian adequate levels and rural 
areas are not provided with needed ser\'ices, facilities, and oppor- 
tunities wiien the ])otential for growth is larlring, and thev are iso- 
lated from an area providhig sucli a ]:)otential. Tiu-^ total economic 
welfare of an area, both urban and rural, and small, medium, and 
large businesses, must be coUvSidered. 

Let mo urge then', that the ]n- obi em of small town and ru)*al America 
in relation to small businesses be viewed in the broader context of a 
coordinated growth policy addressed to both urban and rural areas 
so that a le\'el of services and faculities necessary to luidergird eco- 
nomic .oTowtli can be provided. We can thereby develop alternatives 
to continued concentration of more and more people in larger and 
larirer metropolitan areas. 

Thank you. 
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Mr. BERCfLAXD (now presidino;) . Thank ybii \'ery miicli, Mr. Arnett, 
for a comprehonsive and ratliei: cnconninfing rex^ort. 

Could you stale for the honoHt oi' this cominittee and the record 
how many regional t;uinniissions are now in existence in the United 
States? 

Mr. Arxidtt. We]!, there is only one like ARC.' There are fivQ oth- 
ers., the po-cal,iod title T Comiiiissions. one for the Now Enc:land Re- 
gion, one for the Coastal Plains, one for the Ozarks, and one wliere 
the fonr corners out in TJtah, ^Vi;j:'5ona, New ]Mcxico and Colorado 
meet, and the Upper Great Lakes. 

Mr. BBnGLA:^!). To what extent do tliey differ from yours? In that 
they are authorized under titk^ V, are tjiey more limited than yours? 

Mr. ^VijxETT. They are limited principally by money and operation. 
Whereas we operate on a bndo:et, for instance this year of $302 million, 
they operate on a level of about $-l:.5 million a year, I believe. And 
tliey also operate witliin tlie Department of Commerce, wliereas ilr. 
AVhitehead, whor^e statement I read licre. ro|)reseuts tlie President and 
reports directly to ]um. Tlie Aj^palacldan Commission is indeed a full 
l^nrtnership between the 13 Ai)pala('hian States and the Federal Gov- 
ernment. Slv. Whitehead's opposite number for this 6-month period, 
riio States co-chairjunn. is Governor Ilolton of Virginia. For the next 
n months, after July, it will be Governor Carter of Georo-ia. Tlie 
Commission operates that budiret of $302 million, which brealcs dovm 
$180 million for h.i^diways, and $122 million this next year for non- 
lixghway, health, education, airports, and wliat have you. It also oper- 
ntes tlie profrraiii v.'ith a staff t'liat is soi't of an institutional her- 
maphrodite. iioitluM* 8tate nor Federal, 105 peoj^le paid 50 percent by 
the Federal Governmpi^t and 50 percent by the State. That is the only 
jilace that tliat talces place in the Governuient. 

^.fr. Bbuolaxd. It is a]5])arent that chairman Evius. through his 
power on the Appropriations Committees, has served the Aj)pa- 
lachian Regional Commission. 

!Mr. AK:^^EXT. Tliat is right. 

^fr. Bergland. Wonld you describe for me, not being familiar with 
it. what your regional — and may I say that most of the district I rep- 
re.=^ent in ilinnesota is covered by the Ui)per Great Lakes Commission, 
and I am encouraged by what they have started, tliey have just 
begun — some day I hope they will be able to be effective as you have 
been in serving your area — but can yon tell me how the xVppalachian 
I)ovelo]:)ment Highway System operates? Do you. have highway 
money? 

INfr. Arxktt. YeSjSir. 

r^Ir. Bkkol.vxd.- Do you complement the Federal interstate highway 
system ? 

^[r. A"Rxnrr. Yes. The highway system was designed in 1965, in- 
deed, to coni]:>lement the interstate highway system. Our highways are 
not l>uilt with, interstate highway trust fund moneys, the moneys come 
directly from the general revenue, right out of an appropriation. It 
lias run over the past 3 or 4 vears roughly at this ?180 million 
firrure that we are a^. this j^ear. Roughly 30 percent of the system is 
completed, is in pla^e. 

One of the glorious stories that M^e can tell is that there has been 
some rather fantastic industry location along those highways. We have 
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a rather poor count y just a short Avay fvoin the county that I was boni 
ill ill East KcntTiclcy, AYol fo County, at the couduence of an Applachia 
corridor and anotlior good higinvay whore Control Data has ostab- 
lishod a plant. oniployiiig better thaii 300 people. At the confluence of 
aiiother, American Standard has established a plant cniployiiig better 
tha.ji -100 people to do some rathoj* sophisticated pliunbing Avorlc. Bettei 
than 400 plajits lui vc located at or near those highAvays since aa^o started 
putting them doAVii out there. And are still probably four years 
away h:om completion of the systeni. 

J don't know vviiether yoii luive eA^er driven on .a West Virginia 
higliAvay or not. 

Mv. iVeuclaxd. I hnve 12 years ago. And I A'OAved I Avould iieA'ej* go 



!^[r. At^xktt. Tt is much like thnt noAv. But AA*hat aa'o are really doing 
is straiglvtejiinfr out the hairpni turns so that you can get from Mor- 
gan toAvn to Clnirlestoa and Charles toil to Romncy easier and faster. 
One of the things that really held us back Avas that ]n rge trailer trucks, 
large over the road trucks, could not negotiate those liiglnvays. One of 
the nuijor east-west higliAvays, for instance, from here to Cincinnati 
is rout(» 00. -Vnd ii; you get on route OO bet.Aveen White Sulphnr Springs 
and Charleston, West ^''irginia, you are going to meet yourself coming 
the other way on an aAvful lot of those turns. And it is.straiglitening 
out those roads — for instance, for an area of Ohio — and for tliose 
Avho are Avoiried about Appalachia. Ohio; Appalachia, Mississij^pi ; 
and Appalachia, Xcaa^ York, wlu'ji we tliink about Appalachia avc 
ordinarilv think of east Kentucky and sonth.Avest Virginia, West Vir- 
ginia and east Tennessee, just the nice hard concerns. But tiie region 
does extend thousand miles fi'om ScliohaJ-ie Couiity to Kemper 

County. But at any rate, the program, those things that aa^c do in 
health and education, pretty aycII haiig on that transportation system. 

One of the problems tliat Ave have in Appalachia is doctoi-s. The 
arei'age nge ot onr doctors is about 57. Up mitil just recently there 
AA'ere no young doctors coming ui to replace them. Ouj" medical schools 
tend, like all medical schools, to tnrn out all sort of specialists. There 
is a bias in medical ?(^hools against turning out- a black bfig medical 
man. Once he gets out of medical school, if he doesn't have those 
gleaming buttons to ]")nsh, he is not considered to be in medicine. And 
one. of the things that we have done is put together groups. The 
biggest i:)roble!n Avith getting a yoimg doctor in A])palachia is pro- 
fession-isolation. The IJniversity of Kentucky noAV has established a 
Dej)art lent of Community Medicine. F,or that course, G weeks or 0 
weeks. Avhatever the boys have to S[)cnd in that course, they go to 
TTarlau and Hazard and Whiteshury. Ky. And there are field proc- 
essors out there that the Appalachian Connnission fimds. 

Some of the felloAvs haA^e become smitten with that part of the Avorld 
and the need out there. And Avhat they really like is knowing that they 
can g,o to Dr. Stein man — they have a professor there to relate to. even 
thongh they are 100 miles into the hills from the university. But it is 
that. Avitli extended care units, and hospitals and emergency care fa- 
cilities, ambulances, and so forth, that aax could not make worlv unless 
Ave had a decent hiirhAvay system. 

For critical cases they can get on one of our higliAvays and haA*e the 
patient into a comprehensive hosi:)ital in Lexington in an hoivr or an 
hpur and 15 minutes. And before these highways went doAvn it Avas 
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just iiiithinkablB to oven eonsulcv something like that. But now all of 
a sucUleu you can rcCoi; out and radiate out those tilings that wore 
tightly heicl. 

You Jiiiow, the insulation and tJie isolation that ^Yas there has sort 
of been exploded by the highway system. 

And one of the things rliat \Ve sort of rook on frontally back in 1965 
is, wo were aslced, OK,; are you trying to keep the Ap]Dalachians in 
Appalachia, keep them from gomg to the Toledo's and the Young- 
town's and the Akroa's or what have you. Or should it be AliC policy 
to train them, so that they can compote with the kinds from Youngs- 
town and Toledo, and so forth, if indeed they, do, choose to go there? 
AVe sort of answered it: both "(vays. If they do want to stay in Appa- 
lachia, let's make tliat existence as good as x^ossible for tliem by de- 
A'olopiiig these v^ocational schools and hospitals, and the other 
amenities, the urban amenities. 

And this is where we come to critical mass. You just cant plop down 
liospitals at every little Ipswitch. One of tlie problems that we have 
]U>w is tliat y.ou can't sewer e\'ery little hollow Juunlet. Appalachia is a 
very den.sely i)()pnlated ])]afe. but most of the towns are 1,100, 1,700, 
You would in ell'ect do strip mining to lay down sewer pipe if 
you tried to sewer them nil. 

Jhit the decision was made earlier tliat we will not develop a policy 
to -stand in the way ol' out-migration.. It is just that if the decision is 
made to out-migrate then those kids Avill be just as well equipx)ed as 
anybody so that they will not be a burden. 

TVnd this is how v»e iia\-e operated for the past 6 years. 

Mv. 'HeiuujAxo, Would you describe the extent to -which you use this 
mobile equipmont in healtii. care delivery ? 

IMr. AnxF/rr. Well, there 'will be even more of it coming. Part;"\larly 
for black liuig. The care of kids* teeth, has been a very dillicult prob- 
lem in Appalachia. "^Ve have had mobile deutnl units operating par- 
ticularly in central Appahichia. Even in east Tennessee each sum- 
]ner we' use a TYA multiphasic screening unit that they lend to us. 
And the Appalachian Commission, in cooperation with Yanderbilt 
ITniversity Medical SchooL goes bito the Jellico area of east Teimcssee. 
Clearfield, and puts on health fairs. There is a great uutritional x)rob- 
lem. out there, ami a fautastic educational problem, particularly with 
niothei-s. Aud we simply try to carry the message, there is a better 
way to feed yonr kids more initritionally, rhere is a better way to 
care for their bodies and juinds. It is a very subtle thing that we do. TVe 
don't hit them over the head with a bludgeon. 

One of the things that we are doing in this regard is that we have 
put down an educational tehn'ision network in Appal acliia, because 
you cannot have centers for ever3^thing. For instance, it was hard 
to have a Headstart program, hi Appalachia just bef^ause ol' the dis- 
persion. You had a lot of people, but not in thovse tight little centers. 
One of the ways we accommodated that was a ITonn^start progi'am. 
That was born at AKC. The Homestart program has mo^'ecl to ]TEW, 
and it is now a national program. It is one of the many thinjus we 
h ave given birth to. 

T\nien Mr. Jackson was here, I was struck by — ^3^ou were mentioning 
FHA and the dearth of FITA subsidized loans in. the rural areas. 
You know, in West Virginia it amounted to less than one percent in 
1966 I understand. There was no acti^dty to speak of at all. And tliere 





134 

was a. fellow wlio came to the CoiTunission out of the TJiurersily of 
North Carolina School of Eegional Planiiirjor lutnied Fran Noravitz. 
And he had a gorm of a great idea. Pie said: '^There is all sorts of 
coustiTictioxi money, all sorts of federal subi^idies, but wliat you don't 
haA-e in a rural area is a way to get to that luoiiey. Yon don't have land 
lawyers, you don't haA^e real estate attorneys, you dont liave architects, 
you don't have mortgage bankers, in other Words, you ha\^e nobod}' 
to really package thi's/'And there is no practical way to get to the 
money that you know is there." 

Fran, in 1967, I guess was siicecssful. And a new program, welled 
up out of tlie bowefs of the Conunission. It is now Section 207 of the 
AiDpalachian Act. 

A year later, I tliink, it became Section 206 in the ]S"ational Housinix 
Act. ^ ^ . 

One of the things we do is serve as a national laboratory. It is easy 
to try things in this concentrated area, and then spin them ofl:'. For 
instance, in our first year wo had priority money for sewering and 
watering. That was back in the days of the FAYPC'A before it be- 
came F"\YQA. We ^vere uistrumental, with a little bit of proselyting 
and cajoling 0]i the Hill — we said, we don't really need to attend to 
the sewering and watering of every little Appalachian hollow if this 
agency has enough money to do it. As a consequence, a nice sizable 
appropriation came. And there was no reason for us to have this pro- 
gram. So we spun that one off. 

When the ^Marshal College crash — you recall that, in Hmitington, 
West Virginia, when it took out the football team over there? Land- 
ing hi most Appalachian airports is like landing on an aircraft car- 
rier. You would think those guys would get hazardous duties pay or 
flight pay just for coming info Charleston, Beckley, Huntington, and 
so forth. Those airports in the main aie without approach instruments 
including ground radar. And here you are 3,000 feet up in the air, and 
even on a clear day the aircraft just seems to lower its wheels without 
descending and lands. There aren't too terribly many clear days be- 
tween October and ]M.ay. For instance, yesterday Avas a cloudy day, 
and all aii* activities closed down in West Virginia. There were Gov- 
ernors who got trapped in White Sulphur Springs, they could not get 
out because of the foul weather, 

A special program Las been developed to enhance the safety of 
those airports through the Ap])alachian program. Companies will not 
come in because they cnn't^get management per-sonnel in there except 
by long, horrendous caiCrides. Tliey have no trains any more to speak 
of. And tliey won't take a'^bus. So, unless we upgrade those airports 
we have a terrific problem. 

]Mj-. "Ri'-iKGivAND. Counsel, any questions? 

^Ir. EoE. Thank you. Mr. Chairman. 

Let's get back to wliat Sir. Bergland was talking about earlier in 
regard to the various regional commissions or similar organizations 
in the country. I think the Appalachian Eegional Commission is a 
very good example of ^\h^it this type of organizational structure can 
do in rural America. I would like your comments on whether our 
approach to rural America and its problems can probably be met with a 
tremendous amount of success by using this Commission approacli. In 
other words, you luu'c outlined here in detail the great number of 
achie\^enients of the Appalachian Eegional Commission. Why couldn't, 
say. the TTpper Great Lakes Council* and others be expanded, perhaps, 
along this same line, and furnish the same kind of programs? 
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Mr. AuNEaT. I am an awf nlly biased witness. 
M.r. EoE. I woul d like yon r honest opinion. 

Mr. Arxiot. That is\vhat you will get. I guess Secretary Podesta 
used the word "coordinating" when yon asked him about the GAO 
report. You don't coordinate without money. That is the crux to 
coordination. "i^Hioever has the money coordinates, it is just as simple 
as that. 

In the Upper Great Lakes you don't coordinate much with $.1.5 
million. It is money that is in such a miniscule denomination that you 
can't even concentrate it and get an impact. 

One of the other problems with the title V approach in my biased 
opinion is that you have it seated in, couchecl in, a department. 
Secretary Jackson spoke about DCD. As you know the AppalacJvian 
Commission is not a party to that. Thei-e was a special request to pull 
ARC out of a community d(vvelopment bill. We thought that it would 
strap US. Tlie IB Governors thonght that it would have an inhibiting 
ei'iVct. I w^ouidu't even doigu to speak to tlie pulling togetlier of other 
programs. But 3^ou almost ha ve to look upon the Appalachian program 
sort of as the Federal grant-iii-aid system in niicrocism. We are every- 
whei e. It is a piece of preferential treatment, just as Mr. Podesta said, 
about those EDA iuA'-est-ments. It is not in lieu of or in substitution of 
other agencies' money, it is over, on top of. And that is exactly what 
the Appalachian program is . all about. It is a x^iece of preferential 
treatjnent, to bring that lagging n rea up to a place where it is not a 
drag on the natioilarl^economy.' Hopefully we will reach at some point 
Avlu're Appalaf^hia does not pull do^vn GNP. 

My. liop. This could }:)e put throughout tlie country, could it not? 
Couldn't you di^dde the whole count rv into rural areas outside tlie 
SMSA-s?' ^ _ _ \ 

Mr. Akxett. You have the beginning of a Blatnikbill on this side to 
do rouglily that. You have the MontoVa bill on the vSenate side to do 
ronghly that. I indicated that the staff was an institutional her- 
maplirodite. There are advantages in that. The most important devel- 
opmental decision that any irovernment unit can make is made at AEC, 
luid tluit is the allocation of moneys. If you don't have that decision you 
really don't have nnich. 

Mv. Tvoio. And jour Commission is the only one that luis it? 

ilr. Akxett. TJiat is right. 

Afr. Roe. Xot even the C)zarlcs Commission ? 

]\rr. ArvXE-rr. J7o. The appropriation comes to the President for ARC, 
ajid he delegates to his man — Don Whitehead — ^that amount of naoncy. 
Aiul th(UT are fill sort^ of programs. Tiiere is a slug of money set aside 
for*vocationah educrvtional, and another piece for airports, another 
piece for supplemeutals, another piece for health, and another lor 
child development, and so forth. But once you get beyond those pro- 
i£Vi\m ai'cas/the- Governors and the Federal cochairmen c^vme to- 
gether, and together they allocate their money. And the sense of i.'e- 
gionalism pmd give and take is there. For instance, a part iculai' S(:ate 
needs a thrust ui vocational education, some of the other States will 
trndc moneys with them so tluit tliey can liave sonu^ otlier kind of money 
that they might ha\T. a greater need for. 

For'instance, if Pennsylvania now has its landscape pretty well 
filled with vocational schools. ^^laybe th.e greater need for them now- is 
•for supplemental fundSj the sort of omi^ibus money, the 214 money, we 
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call it, that we can put on top of otlier funds. They have reached that 
level of need so that they }»ave to be flexible, tliey liave to be able to 
pop a hospital Jieix^ or an airport there. IJiat flexibility does not come 
with the arrangement that you now l^ive under title V. For all in- 
tents and purposes it is a departmental program within tlie Depail- 
ment of Commerced YoUL^jiisfc-'don't get that give and take (ind liead 
banging and ti^adeoff itiTtess you have the parties coining together as 
equals. And this is exactly what tlie States and Federal Government do 
at tile Appalachian Coimnission. 

Mr. Roe. Just one shorfc'quGstion, if I may, Mr. Chairman, and then 
I will conclude. 

Have any of your funds been placed in budoretary reser\'e and im- 
ponndedby 0MB ? 

Mr. Aitxji'i -r. Only a special piece of airpoit money — and it was not 
an appropriation, it was a contract authority, 

Mr.-KoE. But your appropriated funds have been untouched? 

Mr. ^Lknett. Untouched. 

Mr. EoE. And you have been able to acbninister those ? 
Mr. ^Viixiorr. ^I.'liat is right. 
Mr. EoE. Thanlc you. Mi*. Chaiiunan. 
My, BergluVXd. Mr. Fam ? 

Mr. Finn. Just a couple of questions, Mr. Chairman. And. of course. 
I want to make a i it! le comment. 

I support tJie shoclc tiiat comes to someone from an urban area in 
drivin^g to West Virginia. I was fortunate enough to work for a Federal 
judge in West Virginia for a couple of years. 1 lived in Elkins. Ever v- 
thing was so favorable with the job that I arranged nearly all of it 
by telei^hone, witJi an interview elsewhere. It was A shoclc to my wife 
and I when we headed east to Elkins. 

Mr. Arnett. You were in the beautiful part of tlie State. 
^ Mr, Finn. Tliis ^yas the southern part of it. I have not been back 
since 1067. 1 am dcliglited to hear that road development is going on. 
. It is sucli a beautiful area that it seems to me it would have fantastic 
potential foi' tourism. I wonder if you could give me any statistics or 
measurements on any growth that you have seen in tourism in respect 
to road develop^ient i 

Mr. AjiNiyrr. Yes, indeed. In fact, what we could do is give you the 
piece on tliat that we supplied for Chairman Evins at the Appropria- 
tions hearing, \ve would be ^^^ery happy to. For instance, you were in 
the aiea of l3avis, West Virginia, where there is a sld resort now. As 
soon as it is completed, higluvay corridor II, you can get out of here 
on Eoute OG at the Beltway and go screiiiiiing into Parkei/sburg, West ^ 
Virginia, no more to and froing'ou narrow West Virginia highAvays. 
And this highway is well underway also. 

Mr. Fiis-N. ^yiien you were talking about air]:)orts, too, you reminded 
mc of the' little airport outside of Ejkins where on occasion they called 
for people throughout the oommunity to bring^out their cars to turn 
the headlights on the runways. 

Mr. AjiXE'rr. That is right, and light up the runway. 

The President went over there for the Forest Festival, and landed 
,at Elkins. Ajid I understand the screams can still be heard from the 
tires on the plane trying to keep from going over. They had to take a 
small plane. I was amazed that they dicbi't take a helicopter. But the 
Elkins airport is clifEciilt. 
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Mr. Fixx. Can you lielp me a little bit Avitli nnclerslaiuling the 
sfatistics on page 8, where you talk about tlie vocational training. 
Earlier j'^ou mentioned people being trained for occupations niukiiig up 
only 5 percent of the job market. 

Would that be the local job market? 

Mr. AvwNETT. Local and national. "\Vhat had happened up to that 
point in vocational education is tliat they were mostly agricultural 
students. And there just aren't that many agricultural jobs; less than 
5 percent in tliosc paiticular cfiUings. TJie fellows were agricultural 
mechanics, fixing tractors; and they were in landsoapijig, and this, 
that, and the other thing. And you have to remember, vocational edu- 
cation, just until the last 5 years or so, has been pretty well con- 
trolled b}' the agricultural interests. The guys who went to vocational 
school in the main wore FFA jackets, and the girls were all in hojne 
economics. 

XoAv, for instance, the closest county in the Appalachian Region to 
ns licre is in Washington County, ]Md., Hagerstown, jnst as you begin 
to hit the moimtains out there! Tiie Washington County area voca- 
tional school Jias courses as sophisticated as magnesium welding. And 
the guys are employed at Sparrows Point, they leaA^e HagerstowJi, 
and they are well equipped for good jobs at the shipyards, and what 
have you. And they have a food course out there. They liave graduated 
three classes and most of those three classes has been hired by Stauf- 
fers, the fancy TV dinner concern, and all of them have very fijie jobs 
now. 

yh\ Bergt.axd. I am confused. May I introduce a point here? 
You are preparing these young men for out-migration ? 
Mr. ARXE'rr. No, I say either for out-migration or for staying at 
hoUiC. 

Mr. BioRGLAND. Earlier in your testimony you hidicated that part 
of your thrust was to prepare people to go out and be fit to compete 
Avhen they went. 

Mr. Arxiot. That is right. 

Mr. Berg LAND. Is this kind of a central theme of your undertaking, 
or is this a parallel pait of your program designed to, to prepare for 
out- migration on the one hand and on the other to prepare tliem for 
as many jobs in the community as possible. 

Mr. Aknt;it. Parallel tracks — on the one hand we, hope to. so en- 
hance the attractiveness of Appalachia that those industries will come 
in that indeed are coming in, and the folk that we do train there will 
stay. But if they choose not to say, then they can go to the BaltimorCvS 
and what have you. Out-migration, by the way, between 1950 and 
1960 was 2 million Appalachians out-migrated, the most massive 
stream of liumanity to move in the United States in a given decade. 
^\jid I was one of them. I came out of Appalachia in that decade. In 
the decade 1960 to 1970 that level was reduced to 1 million. And we 
have estimates that in the la.st couple or 3 years we are in equi- 
librimn. And if we can improve that in the next couple of years, we 
have really done something. 

Mr. Roe. But you may get to the point Avhere there is nobody left 
to migrate out ^ 

Mr. ATJXETr. I am s]:>eakino- i]i raw numbers, 2 million 1950 to 
10()0, 1 million 19()0 to 1070. But as we get toward 1070— in other 
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words, 1968, 1969, and 1970, there has been little out-migration. By 
the wtiy, there has been a gi^at deal of in-migration — the iii-migration 
Avas oil* setting the o u t- ni ig ration . 
Mr. FiNX. Is tlie population now increasing, or is it stable? 
Mr. Ait^sE'iT. Tiie pox^ulation of the entire region, 1 suppose, was^^ 
essentially stable. | 
Mr. Imgkaham. That is somewhat misleading, because in the south- J 
em pait, the southern crescent, you are having some rcals^*Q>vt]Tr^ 
in some of the most rapidly growing centei^. So, thetotiiT'figure 
doesn't tell you much because of the different populationr"^"^ 
Mr.' Eix^^, West Virginia has lost a great deal. Is that still th^^easQP^^>' 
Mr. ARXErr. It isn't losing as much. It has definitely slowed. 
Mr. Fixx. I think you mentioned that 400 plants have came in in 
some recent period and located at the confluence of these roads. You 
talked about the unfortunately less than maximum impact of the 
Kaiser Aluminum plant. Is that because of its location? 
Mr. AjiXErr. It was not located in the right place. 
Mr. Fjxx. Can you tell us whei^e it was located? 
Mr. xVuNEiT. It was located near Ravens wood, Ya. 
This gets to the tiling of what is a growui area. And you raise all- 
sorts of questions that have not been answered — where is that take- 
oft* point, where do you reach the point of critical mass. The Kaiser 
location is an extreme example of what happens when you bring in 
a plant with that number of jobs ; 3,000 jobs m one plant in Appalachia 
is a sizable plant. 

Mr. FiXN. The big problem is maybe its size, perhaps, rather than 
the location? 

Mr. ^Vjixett. Had it been at Parkersburg, up the river a little bit, 
for instance, it would have had a much greater impact, we think. I 
mentioned tliat Kaiser was a phenomenally community -minded com- 

Eaiiy. I wisli I could remember his name — liis last name was Cunning- 
am, a vice president of Kaiser. He found that the school bus routes in 
Jackson County had not bceix changed in 20 or 2q years. T'hey were still 
going up hollows where there \vere no school kids any more. It was 
just habit. He changed tlie school bus system and a lot of other things. 
But had that Ichid.of eilort been in a location where you would hnvc 
had a greater number of other activities of tliat sort, then the maxi- 
mum ellcct would liave taken hold, it would have taken olf. It is just 
soit of like plopping a plant in a desert. I am sure tlie analogy would 
probably be" sometlung like White Sands and some of those NASA 
installations that are so far away from communities that they are self- 
contained, sort of like a military base. It means nothing to a miiier. 
for instance, to drive 25 or 30 miles a day to a mine head. It meant 
nothing to the workers here to drive 40 and 50 miles to a nice job at 
Kaiser. The needed critical mass never occiu-red. 
Mr. Fixx. Thank yon. 'Chat is all I have. 
Mr. iloK. ]\[r. Chai rman, just one thing. 

On page 2 you talked about the findings of recent studies. Could you 
supply copies of those studies for the record? 
Mr. AiiNKi-r. Sure. 

Mi-. Roe. Would that be all ];ight, ^[r. Chairman ? 
Mr. l^KKGLAXD. Fine we vrill receive tliose for the record at your 
convenience. 

O The studies referred to are retained in the subcommittee file.) 
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Mr. Berglaxd. Thank you very miicli, Mr. Anictt. I extend my con- 
gratulations to Mr. Wliiteliead.and your folks for doing Avliat I think 
is a remarkable job in an area tliat had been given up on by some folks 
in the country a iew years ago. '-S' 

The meeting, will stand adjourned, to be reconvened at the call of 
the chair. 

(Whereupon, at 12:30 p.m.. May 4, 1972, the meeting was adjournedj 
subject to call of the Chair.) 
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APPENDIX 



Hon. John C. Kluczynski, 



Executive Office op the President, 

Office of Management and Budget, 

Washington, D.O., June 1, 1912. 



'j 



Chairman, Subcommittee on Small Business ProUems in Smaller Towns and 
Urban Areas^ House of Jte})ri'sentativ€S, Washington, B.C. 
Deak Aftt. Kluczynski: In response to your recent letter, enclosed is a listing 
of budgetary reserves of funds, some part of which is intended for programs in 
small towns and rural areas. 

With some exceptions, enacte<l appropriations, limitations, and other funds 
that we are required to apiwrtiou do not identify the programs, activities, or 
portions specKlcally applicable to small towns and ninil areas. To provide an 
oi)erational basis for constructing the requeste<l list, we therefore found it nec- 
essary to apply some arbitnirj- rules. For example, the items listed cover entire 
reserves of appropriations or other budget accounts ; it is not i)Ossible to sub- 
divide witliin an account. Similarly, we have not listed programs that are na- 
tional in scoi>e, and that affect .small towns or rural areas only i'^cidentally, be- 
cause it is not possible to identify the amounts applicable to various regions or 
areas under such national programs. The programs that are listed are limited to 
those which impact predominantly rural areas or small towns. As a result, some 
portions of the amounts listed nmy not be Intended for small towns or rural 
areas. Conversely, some si>e<:iriu i>ortions of other programs may be intended 
for small towns or rural areas but are not included here. 

Governmentwide, budgetary reserves are largely temporary' deferrals made in 
the c-ourse of routine financial management pursuant to the requirements of the 
Anti-Deiiciency Act (31 U.S.C. 665). They could not he used immediately even 
If release<l, Similarl3^ most of the current reserves in programs intended for 
small towns and rural areas are in this category. These resented funds either 
(1) are clearly in excess of immediate needs, (2) are being temporarily held 
awaiting the outcome of pending Congressional action that could affect their use, 
or (3) are being withheld consistent with Congressional action. They are listed 
in Enclosure 2 together with aunotations to explain reasons for each of the 
current reserves. 

In addition to these routine resen-es, there are four programs (one involving 
several accounts) for which the currently resei-ved funds could be used if re- 
leased now; your letter mentions two of these. These reserves are listed in En- 
closure 1 and are all schodule<l for release after June 30, 1972. 
I hope this information will be useful to your committee. 



Sincerely, 



(Signed) George P. Shultz, 

Director. 
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ENCLOSURE 1 

FUNDS IN RESERVE FOR REASONS OTHER THAN ROUTINE FINANCIAL ADMINISTRATION IN PROGRAMS 
INTENDED PREDOMINANTLY FOR SMALL TOWNS AND RURAL AREAS 

(In thousands of dollarsl 



Account 



Datt of 

original 
reserve 
action 



Department of Agriculture: 

Farmers Home Administration: 

Water and sewe/irants Sept. 9,1971 

Rural Electrification Administration: 

Electric andtelephone loans do s. . 

Soil Conservation Service: Employ- 
ment reduction savings pursuant 
to President's-directive of Aug. 15, 

1971 (6 accounts) Mar. 6,1972 

Department of Housing and Urban Devel- 
opment: Community planning and 
management— New communities 
assistance grants Sept. 10,1971 



Initial 
amount - 
reserved 



Releases 

Date Amount 



Current 
reserves 



58,000 

221,900 Jan. 17,1972 

8,000 



114. 900 



5,000 , 



58, 000 
107,000 

8, 000 

5. 000 



ENCLOSURE 2 

FUNDS IN RESERVE FOR REASONS OF ROUTINE FINANCIAL ADMINISTRATION IN PROGRAMS INTENDED 
PREDOMINANTLY FOR SMALL TOWNS AND RURAL AREAS 

[In thousands of dollars) 



Account 



Date ui 
original 
reserve 

action 



Initial 

amount 

reserved 



Releases' 
Date 



Current 
reserves 



Dtpartment of Agriculture: 

Farmers Home Administration: 

Farm labor housing grants Aug. 13, 1971 

Mutual and self-help housing 

grants. _ do 

Direct loan account: Farm 
operating loans (limitation).. Sept. 9, 1971 

Animal and Plant Health Service 
(Originallv apportioned to ARS on 
Sept. 9, 1971, before the reorgan- 
ization which created APHS. After 
reorganization this program was 
transferred to APHS.) Dec. 30,1971 

Agricultural Research Service: 

Construction Sept. 9,1971 

Special foreign currency pro- 
gram Aug. 30,1971 

Cooperative State research service.. Sept. 9,1971 

Extension Service Sept. 9,1971 

Consumer and Marketing Service: 
Perishable Agriculturcl Com- 
modities Act June 24, 1971 

Consumer protective marketing, and 

regulatory programs do 

Foreign Agricultural Service: Sala- 
ries and expenses, special foreign 

currency program Aug. 13,1971 

Forest Service: Expenses, brush 

disposal July 1,1971 

Dec. 6,1971 
Mar. 3,1972 

Restoration of forest lands and 
improvements July 1, 1971 

Forest fire protection do 

Nov. 2.1972 

Forest roads and trails Sept. 3,1971 

Mar. 2,1972 

See footnotes at end of table. 



2,963 Apr. 
729 



7. 1972 



87,453 Apr. 5,1972 
May 25,1972 



3,500 Feb. 8.1972 
Mar. 28,1972 
Apr. 28,1972 

1,570 Dec. 1.3,1971 



352 

4,600 Feb. 24,1972 
2,000 Mar. 28, 1972 



14 Mar. 6,1972 
1,011 do 

3,087 Apr. 27,1972 



2,963 



38,000 
37.000 



705 
526 
220 

1,500 



4.5Q0 

2,000 



13 
161 

3,087 



0 

1729 
2 12, 453 



I 2. 049 



»352 
0 
0 



» 1 
1850 



10,617 

♦ 13,170 

3 13,303 » 13,303 

11 Dec. 3,1971 5 

Feb. 15,1972 6 0 
80 

4 115 ni5 

401,869 

< 402,040 « 402, 040 
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Account 



OaU of 
oriilnil 
rtsirvt 

action 



Initial 
amount - 
rastrva 



Raiaasas 



Data 



Amount 



Currant 
rasarvas 



,1971 



Forast protaction and utilization; 

Cooparatlva ranfeimprovamant... Sapt. 9, 
Africultura Stabilization and Con- 

sarvation Sarvica: Rural anviron- 

mantal awistanca projram do 

Commodity Cradit Corporation: 

Administratlua axpensas Au|. 13, 1971 



1,910 Mar. 10,1972 

55,500 Jan. 11,1972 
2,814 Mar. 6,1972 



1,216 

55, 500 
2,814 



1624 

0 
• 0 



1 Amount shown hara is in axcass of current astimata of 1972 naads. If conditions chania and tha funds ara naedad, 
apportionmants will ba made. 

' J Amount raflacts balance of limitation held pending demonstration of the need for funds (legislation authorizing insured 
loans IS pending, having passed each House as part of other bills). 

3 Represents residual amount of appropriation for planning that is not required for that purpose. Apportionment awaits 
additional appropriation for construction. 

« Revised total. 

1 Reserve reflects amount of available contract authority above the obligation program that was approved and ^nancad 
by the appropriation Congress enacted to liquidate the obligations. 



[B^rom Franchise Journal, January 1972] 
Small Towns Hunger for Fast Food 

It is Saturday night In Smalltown, USA. The day's work and trading are over 
and young field hands, mechanics, clerks, waitresses, students and other teen- 
agers with no visible means of support but money in their jeans, hop into their 
own or their friends' wheels and begin their weekly quest for "the action." 

More often than not, the search leads them past the city limits (Welcome to 
Smalltown, pop. 10,110) and down the black topped higliway to a larger town or 
city where they spend the money they earned in Smalltown. Many remain in 
the larger communities to find jobs that pay more and promise more opportuni- 
ties than those in Smalltown. 

Meanwhile, as the sidewalks are being rolled up, the leading businessmen of 
Smalltown huddle over coffee at the drugstore and hash and rehash the town's 
most pressing economic question : ''How do we encourage our youngsters to 
spend their money in Smalltown?" And, in less materialistic terms: "How do 
we encourage our youngsters to stay in Smalltown and contribute to the grow^th 
of the community?" 

The answer is usually the same : Smalltown needs new businesses which cater 
to the youthful consumer's leisure dollars. The town badly needs a new movie 
theater to replace the one that was destroyed by fire- four years ago. It needs a 
modern bowling alley to replace the four lanes in a dingy pool hall across the 
tracks. But most of all. Smalltown desperately needs a modem restaurant 
facility, a combination carryout and sitdown unit which would offer a more 
varied and exciting menu than the old and cramped cafe on Main Street. 

Smalltown, of course. Is a composite, a composite drawn from the results of a 
Journal survey of the fast food market, where the units are and, more important, 
where they aren't. 

The survey showed that, w'lth a couple of notable exceptions, most fast food 
franchisors have completely missed the boat by failing to penetrate a wide-open 
market In cities and towTis of 5,000 to 40,000 population. They have, instead, 
concentrated their efforts in the larger metropolitan areas to such an extent 
that many of the major cities are over-saturated to the point that "franchise 
row^" has become an eyesore to the city and a dollar drain on the franchisor. 

That there is a market going begging in the smaller cities and towns can be 
surmisetl by tlie response the Journal received from questionnaires sent to 1,087 
chambers of commerce in 41 states. Of that number, 769 clianibers, or 71 per cent, 
replied— and replied promptly and positively. 

*^'0f [the 700 returns, 62S, or 82 i>er cent, stated there was a definite market 
"^pdfefehtlal for a fast food restaurant or restaurants-. One chamber manager in a 
resort city whose winter influx swells its population to over 20,000 noted : "Please 
hurry; we have the potential, but must now go to neighboring cities." The city 
has no fast food takeout restauriuits, franchised or otherwise. 
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A breakdown of market iK)tential by population shows the greatest need (26 
per cent) in the cities of 10,000 to 19,i>99 while the least potential (14 per cent) 
is in the cities with a 20,000 to 40,000 population. Towns of 5,000 to 6,999 and 
7,000 to 9,999 showed a potential of 22 and 20 per cent respectively. 

Eleven per cent of the cities and towns surveyed had no national or regional 
franchlsed fast food restaurants. Again, the smaller communities showed the 
most need (six per cent) while the larger ones showed the least (.5 per cent).. 

An interesting facet of the survey was a l^irtial profile of how four major 
franchi.se chains, Kentucky Fried Ohecken, McDonald's, Dairy Queen and A & W 
have selected and concentrated upon certain population levels in which to mar- 
ket their products (see accompanying chart) . 

Equally interesting Is the plight of towns of 5,000 to 6,999 population which 
are homes of universities, colleges, junior colleges or vocational/ technical schools. 
Of ISO such communities surveyed, 13 had no f ranch ised fast food outlets and 
another 13 had only one (see accompanying chart). 

Again, taking KFO, McDonald's, Dairy Queen and A & W as representative 
operations, A & W and Dairy Queen predominate In the smaller towns with 
educational facilities and KFO is making inroads Into the 7,000 to 9,999-popula- 
tion college towns. KFO and Dairy Queen have the lion's share of the market in 
the 10,000 to 19,999-populatlon college towns while McDonald's concentrates Its 
activities In the more populous cities with educational facilities. 

The results of the Journal survey were not surprising to anyone who has 
traveled across America by car. He is confronted by a feast or famine situajtion 
In the large cities he is all but overwhelmed by the proliferation of fast food 
restaurants offering almost everything under the sun. But woe to liim w^ho finds 
himself in the average small. Isolated town at dinner time. 

What is surprising to some is that the majority of the small towns surveyed 
could support fast food resttmrants tailored by the franchisor to the population 
of the town. In tliis the age of the mini and the micro, it is incredible that more 
major franchisors have not come up with *'mini units" to aish in on the all but 
untapped market outside the major metroix>litan cities. 

Judging from the notes and additional material enclosed in the survey re- 
turns. Smalltown, USA, has the real estate, the investors the management and 
labor pool and, most imi>ortant, the urgent need for modem, efficient fast food 
restaurants. Filling this need could touch off a second and even more dynamic 
decade In franchising. 
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Penetration of fast food outlets In cities and towns 
with educational facilities 

(University, College, Junior College, Vocational/Technical School) 
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Market penetration of McDonald's, Kentucky Fried Chicken, 
Dairy Queen and A & W by population and regions 
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[Prom Survey of Current Business, April 1972] 
Total and Peb Capita Peesonal Income, 1971* 
(By Robert B. Bretzfelder) 

CHART 9 

Reijonal Pusmol incoiiM 
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U^. Drpartment of Convncrtt, Burew of Ecommic Anilysis 



•The I'stimntes of Stiitc Dcrsonnl Income were prcpnred in the Keglonnl Economics 
Division I)}- Q. Francis JJulliivniic, Gordon Loster, Jr., and Steven Tolinson. 
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Total i)ersonaI incoiiU'. in rh« Nation rose 6% ixjrcent last year, with gains of 
0% l^ercent or more in each of tlie eight regions and at least 4% percent, in all 
but one of the States. Nationally, consumer prices rose a little more than 4 per- 
cent. The i)ersonaI income gain in all regions and in 49 States and the District 
of Columbia exceeded the increase in consumer prices so that the real purchasing 
ix>\ver ol! consumers apparently increa^-ed at least modemtely. The one excep- 
tion was the Sfatc of AVashington, where hieome rose 414 i:>ercent, about the same 
as the rise in consumer prices. (Of course, tiiero were areas withhi States where 
income changes were so snmll that real incomes failed to rise. ) ..^ 

On a i>er capita basis, the largest gains in current dollar i^ersonal income — 
ranging from 8 to 13 i>ercei)t — were in North Dakota, the District of Columbia, 
South Dakota, Arkansas, New Mexico, and Arizona. For the Natiouas a whole, i^er 
capita personal income was up 5Vj percent from 1970 to 1971. In 44 States and the 
District of Columbia, i)er capita income rose at least as much as national con- 
sumer prices. In Minnesota, New Hampshire, Connecticut, Alaska, Washington, 
and Montana, however, the gains in i)er capita income were at l>est about equfil 
to the advance in consumer prices. 



The regions with the largest gains last year in i)ersonal income were the Rocky 
Mountain (SVo percent). Southeast (8V4 percent) , 'and Southwest {ly^ percent). 
All three regions had ver>^ large gains in construction and Federal civilian pay- 
rolls. The Rocky Mountain region also had gains in manufacturing payrolls that 
were above national average, and the strength in-'tliese basic industries led to 
inrge advances in a variety of local service industries, including wholesale and 
retail tvade, tlie finance, insurance, and real esrtate group, and the transporta- 
tion, connnunications, and public utilities group. In the Southeast, there were 
large. gains in farming, mining, and manufacturing, and sizable advances in many 
service-type activities. In the Southwest, there were also large gains in mining 
and in local .service-tyi)e industries. 

Income increases were equal or cluf>u Iq the (>% i)ercent national average in the 
Plains (6% i.)ercent). Great Lakes (OM; percent), Far West (GMi percent), and 
Mideast (6% i^ercent). The gains in all four regions were fairly evenly spread 
among major Income components, but there were particularly strong increases in 
farming in the Plains and in manufacturing in the Great Dakes. 

New Englajid'Jj income increased 5% percent in 1971 — the only regional gain 
which was well below the national average. Manufacturing wage and salary 
payments and income from farming declined, and income from most ser\ice-type 
activities went up less than in the Nation as a whole. 

Table 3 shows for each State and region the percent change from 1970 to 1971 
in total personal income and in earnings from major industries. 

State patterns 
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The States with tlie largest 1070-71 personal income gains, ranking from 9 to 14 
percent, were North Dakota, Arizona, Arkansas, New Mexico, South Dakota, 
Nevada, Colorado, Tennessee, XJta!i, South Carolina, and Kentucky. In these 11 
States, increases in earnings ivOm most industries tendetl to be well above the 
national average. Manufacturing eaniiiigs increased at least 4'J4 percent in each 
of these States, compared with a national advance of 2 percent. Among other basic 
industries, the gains in farm income were well above the national average in eight 
of the 11 States and the gains in Federal jmy rolls were well above average in 
seven of the States. Construction payrolls increa.sed more than the national aver^ 
age of 5 |)ercent in all 11 States, and there were gains of 15 percent or more in six 
States. Reflecting these advances, most of these 11 'States had gains well alwve 
average in the finance, insurance, and real estate group, in the transportation, 
communications, and public utilities group, wholesale and retail trade, and serv- 
ices. Personal income in the District of Columbia was up by more than 9Vt percent 
last year, largely because of an advance of more than 10 percHint in Federal civi- 
lian payrolls. 

At the other end of tlie scale, la.st year's income advance was relatively weak — 
ranging from 4% to 0 percent — in Maine, New York, Pennsylvania, Minne.sota, 
Ohio, Rhode Island, ^Montana, Connecticut, and Washington. Farm income was off 
in seven of the nine States, and manuf a curing payrolls were weak — off moderately 
or up only a little — in eight. Declines in manufacturing payrolls played the key 
role in the weakness of overall income in Washington, Connecticut, and Min- 
nesota, while the very small size of manufacturing gains limited the overall in- 
come gain in Pennsylvania and New York. 

INCOME CHANGE, FOURTH QUARTER 1970 TO FOURTH QUARTER 1071 

A clear picture of the 1071 economic recovery and advance can be seen in the 
regional and State inome changes from the fourth qmirter of 1970 (the cyclical 
low x)oint) to the fourth quarter of 1971 ; the latter is the most nicent quarter for 
which State income estimates are available. Tn addition to the economy's recovery 
from the recession low, factors influencing regional income developments over this 
four-quarter span included: (1) recovery from the auto strike of late 1970; (2) 
a -shan> rise in fann income reflecting an increase in farm prices and a mucli 
larger volume of marketings, particularly from the bumper crops of com and 
grain sorghums; (3) a small decline in minning payrolls because of the strikes 
in the coal industry during the fourth quarter of 1971. 

As chart 9 shows, from the fourth quarter of 1970 to the fourth quarter of 1971, 
income in the United States rose 7^2 percent Gains well above the national aver- 
age were scored in the Plains {9% percent). Rocky Moimtain (8% percent), 
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Table 1. — IVrsonal Income and Selected 
Components, IV 1970-IV 1971 
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Great Lakes (8Vi percent), and Southeast (8^ percent). Farm Income Increased 
In all four regions — sharply in the Plains, Southeast, and Great Lakes, and more 
moderately In the Rocky Mountain region. Reflecting both the rebound from the 
auto strike and the general economic recovery, manufacturing payrolls rose more 
than 10 percent In the Great Lakes, a gain twice the national average. The South- 
east had a large gain In total personal Income even though mining payrolls v^ere 
off sharply. There was a lax'ge advance In the region's farm Income and above- 
average gains In Government payrolls — an Important Income source In the 
region — and In a wide variety of local service Industries, 

Gains In the Southwest (8 percent) and Far West (7 percent) were fairly close 
to the national average advance. Income gains In New England (6^ percent) and 
the Mideast (6 percent) were well below average. In the latter two regions, manu- 
facturing and construction payrolls showed only small Increases and advances 
In many 8ex*vloe-type Industries were well below the national average. 

In 10 of the 11 States with the largest Income gains, raining from 10 to 20 
percent, there were very big Increases In farm Income ; In the 11th — Michigan — 
the key was the sharp recovery In manufacturing payrolls following the auto 
strike and their further advance during the year, (See table 1,) At tue other end 
of the scale, income rose by 0 percent or less In six States. In all six, manufactur- 
ing payrolls either rose little or declined somewhat. The smallest advance was In 
West Virginia (1% percent), reflecting a sharp drop In mining payrolls because 
of the coal strikes. _ 

Mining payrolls declined also In Virginia, Pennsylvania, and Kentucky, appar- 
ently because of the coal strikes, but other income components Increased sufS- 
clently to offset the loss from mining, and personal Income in all,^three States 
advanced at a pace close to the national average. 

Percent changes in personal income income in each region and State from the 
fourth quarter of 1970 to the fourth quarter of 1971 are shown In the last column 
of table 2, . . 
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{From Survey of Current Business, Aprtl 1972] 

State Pbojectioks of Income, Employment, and Population 

(By Robert E, Graham, Jr., Henry L. DeGrafif, and Edward A, Trott, Jr,) 

The State projections presented here are one product of a joint pro- 
gram undertaken in 1964 the Bureau of Economic Analysis of the 
Department of Commerce and the Economic- Research So'vice of the 
Department of Agriculture to provide economic data for use in wa- 
ter resources development *ilanning. The program ^vas initiated at 
the request of the Water Resources Council and i7i large part f unded 
the U.S. Army Corps of Engineers, the Bureau of Reclamation, 
and the (then) Federal Water Quality Control Administration. 
Later this year, the Water Resources Council will publish a five- 
volume set of economic projections covering 173 ecojiotnic areas, 206 
water resources planning areas, and the 50 States. 

The projections were prepared in the Service Branch. Regional 
Economics Division of BE A 'by Lyle Spatz, Steven Tzayieff, Eleanor 
Gurry, and Taste Anton under the general supervision of Henry De- 
Graff, Chief of the Service Branch, and under the direct supervision 
of Edward A. Trott, Jr. Lowell Ashy, Assistant Chief of the Division, 
was responsible for the projections of the 7iatio7ial aggregates which 
formed control totals for the geographic disaggregations. Computer 
programing was done hy David Cartwright and Evelyn Richardson. 
Many others in the Division played an integral role hy furnishing 
ihG economic measures reguisite to the projections and hy developing 
certain of the ajialytical techniques used, 

BE A wishes to acknowledge the assistance of the Economic Re- 
search Service, which prepared the agricultural incoyne and employ- 
ment components of the State projections. 

The State estimates of total a7id per capita personal income in this 
report differ from the State series regularly puWshed in the August 
issue of the Survey on two counts. 

First, these estimates are expressed in dollars of constant (1967) 
purchasing power, whereas the regular State income series is ex- 
pressed in current dollars. 

Second, as with the regular State iricome series, the data in this 
report reflect the State of residence of the population and of income 
reGipients and employees, tut there is one major exception: the earn- 
ing data in table 6 reflect the State in which earnings recipients 
work. The earnings data are prese7ited on a where-worked ha sis he- 
cause in water resources planning this is the preferred concept. Also, 
data with which to adjust earnings in each industry from a place-of- 
residence hasis are not availahle. Such an adjustment has heen made 
for total iyicomej however. 

The Bureau of the Census puhlished Preliminary Projecticns of 
the Population cf States: 1975 to 1990" i7V Marcli 1072 as Current 
Population Reports, Series P-~26, No. 477. Those projections are 
hased 071 various as^u*^'' ptio7is ahout future patterns in- the compo- 
nents of population change (fertility, mortality, interstate inigration^ 
a7id 7iet iminigration from ahroad). The assumptions , are entirely 
demographic; no specific assumptions wei-e made ahout econoinio 
factors which could influence future trends in the demographic com- 
ponents of populatio7i change, hi the projections presented here, the 
emphasis is on economic projections, mainly personal i7icome, and 
the population projections are essentially a by-product of the in- 
come and employment projections. In general, the State population 
projections presented here are reasonahly close to those of the Cen- 
sus Bui'cau. 

(Al6) 
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This article presents projections of personal Income, employment, and pop- 
ulation, by States, for 1980 and 1990. I'hese projections, as with all efforts to look 
into the economic future, are based upon an extension of past relationships. The 
methodology used for these projections has four characteristics which distin- 
guish the results from those of a simple llnea.r extension of trends at a summary 
level. 

First, the basic projections were made for 173 economic areas Into which BEA 
has divided the country, using criteria that make the areas especially suitable 
for economic projection and analysis. The projections for areas that cross State 
lines were disaggregated Into the State segments required for reaggregatlon to 
State totals. ' , . 

Second, the economic area projections were made within the framework of pro- 
jections of the overall U.S. economy. Projections of population, employment, and 
Income were made first for the Nation, then dlsaggregated-geographlcally. 

Third, the projections are based on the assumption that people migrate to areas 
of economic opportunity and away from declining areas. Accordingly, projections 
of area income and employment were prepared first, and projections of area In- 
come ajid employment were prepared first, and projections of area population de- 
rived from them. 

Fourth; projections of Income and employment were prepared for. each of as 
many as 39 industries in each of the 173 areas. Various methods were used to 
make the projections, depending up(»n the individual Industry's role In the area's 
economy. However, the methods used insure that In each of the 173 areas the 
Industrial composition of projected income and employment constitutes an econ- 
omy with an internally balanced structure. The fact that the projections were 
prepared in industrial detail makes it possible for the projected economic path 
of an area to depart substantially from past trends. 

Nature of the projections 

These projections are intended to be a best estimate of what can be expected 
if there are no policy or program changes of unusual nature or magnitude, such 
as the establishment of a large number of "new towns''. The projections are nei- 
ther a goal for nor a limit upon any given region's future economic activity. They 
carrv no connotation of desirability or undeslrabillty. 

Projections of this type can be u.seful in the assessment of future public and 
private demands for goods and services. These include, for Instance, demands for 
physical capital related to energy and water resources development and pollu- 
tion abatement, as well as needs for teachers, policemen, doctors, and workers 
in other public and private service capabilities. 

The projections also permit developing problems such as excessively slow 
growth or low per capita incomes to be foreseen, so that corrective policies can be 
adopted. 

Furthermore, the projections can provide a framework for program evalua- 
tion puri)oses. If a remedial or developmental program is considered for an area, 
the projected economic activity in the area can be modified to reflect the expected 
effects of that program. Comparison of the modified projections with the baseline 
projections provides a quantitative measure of the effects of the program, posi- 
tive or negative, in each region affected. 

The first part of this article summarizes past and projected changes in State 
income, employment, and population. Following that, there is a description of 
the concepts and methods used in making the projections. 



Personal income in the Nation (expressed in 1967 dollars) is projected to in- 
crease from .$090 billion in 1909 to $1,063 billion in 1990, a rise of 141 percent. 
State percentage increases range from a low of 93 percent in South Dakota to a 
high of 213 percent in Nevada, with the increase in 25 States faring within 10 
percentage points of the national average. 

TlK? largest absohite increases are projected in California .and New York. In 
New York, the large .size of the increase — $94 billion — is mainly a function of the 
present size of that State's economy, for the projected percentage increase is only 
125 percent, compared to 141 percent nationally. California's projected increase 
of .$123 billion reflects not only the large present size of the California economy 
but also a projectetl growth of 159 percent — fifth largest in the Nation. 

Other large gains, ranging from $46 billion to $56 billion, are projected in 
Michigan, Pennsylvania, Ohio, Illinois, and Texas. The size of these gains Is 
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mainly a reflection of the size of the economies of these States. At the other 
end of the scale are increases ranging from ?1 billion to $2 billion in Vermont, 
North Dakota, South Dakota, and Wj^oming, The smallness of these advances 
mainly reflects the smallness of the States' economies, although there is also 
the factor- that projected growth rates are below average except in Vermont 

From 1929 to 1969, there was a pronounced shift in the distribution of per- 
sonal income from the northern arid central areas of the country to the south and 
west In 1929, the residents of the New England, Mideast, Great Lakes, and 
Plains regions together received 73 percent of the Nation's total income; in 1969, 
their share was 59 percent. The Southeast, Southwest, Rocky Mountain, and Far 
West regions received 27 percent in 1929 and 41 percent in 1969. 

The summary data in table 1 show that the shift was milder in the 1950— 
69 span than in 1929-50, and that a further moderatiton is projected for 1969-90. 
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Table 1 Regional Shore* o< Penonal Income and of Population 
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1929-50 » 


1950-09 


1980-90 



Northtfn tnd central r«|ioni. 



Ktw England. 

Mideast 

Oreat Lakes... 
Plains.. 



Southern and western reilona. 



Souiheast.--- 

Souihwest 

Rocky Mountain.. 
Far west 



Northern and central reiloni.. 



New England.. 

Mideast 

Great Luke*.-. 
Plains 



Southern and we«tcrn rcKioni.. 



Souihcnst 

Southwest 

Rooky Mountiiln.. 
Fur West 



Peraonal Incomi 



72. U 


13.11 


51.19 


51. U 


-12 


-1 


-8 


8. 22 
32,11 
23.62 

8. 93 


6. 56 

22. 38 
8. 86 


6. U 

23. M 
21.04 

7. 62 


6. 27 
22. 64 
20 S5 

7, 22 


-20 
-19 
-5 
-1 


-4 

-9 
-6 
-14 


-1 
-4 
-1 
-6 


27.12 


36.14 


41.37 


43.02 


33 


14 


4 


n.63 

4.0« 
1. S9 
8. 63 


15. 22 
6. 54 

2. 24 
11.30 


17.35 
7, 10 
2. 16 

14. 17 


17.91 
7.24 
2. 14 

15. 12 


31 
32 
19 
31 


14 
9 
-4 
21 


3 
2 
-1 
7 


Population 


61.42 


57.73 


54.58 


53. U 


-6 


-5 


-1 


6. 68 
23. 17 
20.68 

10 89 


6, 13 
22. 21 
2010 

9. 29 


5. 82 
20 90 
19. 82 

8.01 


5. 98 

20.50 
19. 89 
7.51 


-8 
-4 

-3 
-15 


-5 
-6 
-1 
-14 


3 

-2 
0 
-7 


M.Sl 


42.27 


45.42 


46.12 


10 


7 


2 


22. 30 
7. 38 
2, '>3 
6. 67 


22.30 
7. 53 
2.30 
0.33 


21.59 
8. VI 
2. 45 

rj. 74 


21. 16 
8. I'A 
2.36 

13.93 


U 
2 
3 
40 


-3 
8 

31 


0 
-4 

0 



1. AUvskft tind llftwnti Included In southern and western lotid. , 

•2. PercPiU ehances euieu"mu*u from data earrled tu one more docinial itum sno\s n. „vnhiHnH frntn mo data in cal- 

3: .\laskti and irawail are exeluded from 1929 data. To aehle^'e coinparabiUty, they were exeluded from 1J50 data in 
culatlng percent ehangc for 1929-50 period. 
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??KA ^^^^^ ^^^^ region's share in the Nation's personal income in 1929, 
1900, 1969, and 1990, and the percentage changes in these shares. The size of 
the percentage change in a region's share reflects the size of the gap between 
the growth rate of income in the region and the growth rate in- the Nation as 
a whole. 

HUtorical income changes 

TJiiB 1929-50 shifts in the geographic income distribution wnicn are snown ny 
States and regions iu table 3, reflect several principal factors : the growth of 
the western areas of the country in their role as economic frontiers; the absorp- 
tion into the main-stream economy of much of the historically underused labor 
tS^^^^ttt Southeast, especially under the impetus of the demand caused by 
World War II; the establishment of many military installations and their as- 
sociated civilian activities in the south and west during the 1940's; the many 
State eflforts at industrial development which resulted in increased industrializa- 
tion througra much of the couth ; and the large increase in agricultural income 
during the 1940's. 

The slowing of the shift in the 1950-69 period also reflects a variety of factors. 
Federal Government payrolls— military and civilian— which had played so 
prominent a role in the economic growth of the south and west during World 
War II grew at a rate only slightly above average over the next two decades. In 
contrast, State and local government and ser\ice payrolls surged ahead in a 
catchup phase. Because the geographic distribution of the latter is much 
more in proportion to overall economic activity than is the distribution of Federal 
payrolls, their effect on income growth in 1950-60 was comparatively uniform 
across the Nation. 

Agricultural income, which had risen sharply during the 1940's under the 
pressure of increase domestic and foreign demand, declined during the 1950's 
and rose only a little during the l960's. This sluggish performance signiflcantly 
slowed income growth in the south and west. 

Income from textile manufacturing, which is of major importance in the in- 
come structure of the Southeast, declined during the 19oO's and registered a rate 
..of increase during the 1960's less than that of other industries. This limited 
income growth in the Southeast. 

The slowing of the incouie shift to the .south and west, as a result of the factors 
cited above, was niirroretl in a slowing of tlie shift away from the north and 
east. Another relevant factor is that New England's share of the Nation's in- 
come, dropped sharply during the 1940's but only slightly during the 1950's and 
1960's as its economy shifted away from textiles and leather and into faster- 
growing nonautomotive transportation equipment, research and development, 
and educational activities. Also, as the national economy experienced the inflation- 
ary pres.sures of the latter part of the 1960's. the economic resources of all re- 
gions were used at near-capacity rates and this tended to diminish differences 
in regional growth rates. 

T\\^o exceptions may be noted to the historical pattern of deceleration in rates 
of change of regional income shares. The Plains' share showed a slight per- 
centage decline in the 1930's and 1940's but the largest decline of any region • 
in 1950-69. In the Rocky Mountains, a sizable increase in the i930's and 1940's 
was followed by a moderate decline in 1950-69. In both regions, overall income 
growth was relatively slow in the 1950-69 period, reflecting the decline of 
agricultural income from its highs of the late 1940's and early 1950's, 
Projections: regions with rising shares 

The projections, shown in sim^mary in table 1 and in detail in table 6,"indicate 
that the Far West, Southeast, and Southwest will continue to increase their 
shares of the Nation's personal income. However, as shown in table 1, their 
shares will grow at rates only about one-third as fast as in the 1950-69 period. 
An important factor in this slowdown is that Federal payrolls are about twice 
as Important in these three regions as in other areas and contributed greatly 
to the above-average income growth of these regions in the past, but are pro- 
jected to be a slow-j?rowth income source in the 1969-90 period. Military strength 
is held constant for the projections and military payrolls increase only as aver- 
age military pay increases. Also, Federal civilian employment and payrolls rise 
at about the same rate as other types of employment and income. 

Farm income, though greatly diminishe<l as an income source throughout the 
Nation, is still nearly twice as important in the Southeast and Southwest as 
in the rest of the country. Because of this, the relatively slow growth projected 
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for farm Incornr^ over tlio uext 20 year&— only two-thirds as fast as income from 
iionfarm industries— is auothc^r factor tending to dampen projected income 
growth in these twovreglons. 

Nevertheless, income in the Southeast, Southwest, and Far AVest is projected 
to grow faster than the national average in 1969-90. This is largely because of 
continued rapid growth in mannfiicturing in most States of these regions (table 
6). In the two southern regions a "catchup" expansion in service industries, rep- 
resenting a maturing or upgrading of the eeononiio structure, is an additional 
factor. Also, in States such as Florida, Arizona, and California, immigration of 
retired persons is expected to boost personal income. However, because the 
income of a retired person is generally less than that of a wage earner or self- 
employed individual, growth of [Xir capita income in "retirement areas" will be 
dami)enetl. 

Six of the 10 States with the largest projected percentage gains in income 
are in the Southea^si., Southwest, or Far West. These are Tennessee, Florida, 
Virginia, Arizona, California, and Nevada. The other four are Utnh and Colo- 
rado, in the Rocky Mountain region; Maryland, in the Mideast; and Alaska, 
not classified in any region because of its geographic separation from other 
States. 

Projections: regions ^cith declining shares 

Over the long run, income growth in the Rocky Mountain region has been 
above the national average. However, this pattern was reversed during the 
l900's as a result of agricultural developments, which dominate the growth 
rate of income in Montana, Idaho, and Wyoming. The 196i)-90 projection puts 
income growth in the region slightly below the national average, so that the 
region's share of the iNation's income drops slightly. Income from agriculture in 
Montana, Idaho, and Wyoming is projected to grow at a much slower pace than 
income from nonfarm industries. 

In Colorado and Utah, however, a number of manufacturing industries arp 
projected to expand at above-average rates, and metropolitan areas are attract- ^ 
ing a variety of economic activitie.s^ that serve areas outside of the two States. >^ 
.As a result, these two States rank ninth and tenth in the Nation ii2:i£fiM^i)f 
the projected rate of income growth. 

The projections show continued downtrends in the share of the Nation's Income 
going to the Mideast, Great Lakes, Plains, and New England regions. 

The large, economically mature, Mideast re^^ion sustained the largest per- 
centage decline in share in 1929-09 and is projected to experience the second 
largest decline over the next 20 years. The situation is a reflection of both the 
age and the economic maturity of the region, and it is not iwssible to single 
out one or two industries as responsible. Income from most industries is pro- 
jected to grow at slightly below-avefage rates. This is due partly to the shift of 
c^ertain market-oriented industries — those that tend to locate where the popula- 
tion is concentrated — to faster-growing areas in the south and west. Another 
factor in the lag of the economy of the Mideast is the development in the newer 
urban centers of the Nation of many of the financial, wholesale, and communi- 
cations services previously performed in the large cities of the Mideast. 

Projections for two States of this region, Delaware and Maryland, are counter 
to the regional trend. Income in these States is projected to rise at above-average 
rates. Tnis continues the long-term income trend in these two States, whose 
economic growth patterns tend to be more like those of the Stites to the south 
than of those to the north. In both States, manufacturing provides the major 
stimulus to projected growth. 

The Great Lakes region has a large industrial capacity with emphasis on 
durable gOO<is production. Over time, there has been a gradual shift in the share 
of durable goods industries away from the Great Lakes. This tends to leave 
some excess labor and plant capacity in the region which can be drawn rapidly 
into production. This excess was drawn on during World War II, in the postwar 
durable goods boom, and again during the Korean and Vietnamese war.s, resulting 
in surges of income in the region that interrupted the secular downtrend. Should 
such developments occur in the future, they would again interrupt the projected 
downtrend. 

The projected decline in the Plains' share of the Nation's income is solely a 
reflection of the dominant role of agriculture in that region. The share of agri- 
culture in "export" industry earnings in the Plains is 20 percent, approximately 
three times its share nationally. **Exi)ort" industries, those that sell a large share 
of their output to other regions, are especially important in the economic growtli 
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of a region. "WlUi fnmn Income nationally projected to rise only 10 percent be- 
tween 1969 and 1900, in contrast to a doubling of income from nonfarm "export" 
industriesr income growth in the Plains is obviously limited. Tlie projected 
1909-90 decline in the Plains' share of income is much milder than the 1950-09 
decline. This reflects the reduced importance of agriculture in the economy of 
the region. In 1950, agricultural income accounted for more than half of the 
income from **export" industries in the Plains, in contrast to 26 percent in 1960. 

The income growth lag in the Plains is concentrated in Iowa, North and 
South Dakota, and Nebraska, States where farm income makes up from 38 to 
60 percent of "export" industry income. 

New England's share ot the Nation's income lias been declining over the long 
run, but the shrinkage began to slow^ as early as 1950, as the region lost much 
of its textile and leather manufacturing industries. By the 1960's the region's 
income growth lagged only slightly behind the national rate, and its projected 
growth from 1069 to 1990 is not significantly different troni that of the Nation. 
Projected growth for the three northern New England States is above average. 
In Maine and Vermont^ the margin is slight; in New Hampshire, it is substan- 
tial. New Hanipshire's projected gains are concentrated in trade and tlie services 
and are due in large measure to the direct and indirect effects of the State's 
growing recreation-oriented industries. 



Employment projections are shown in table 6. Employment estimates covering 
the entire Nation at the local area level are not available at this time for years 
later than 1960. Because of this lack of data, state employment has been pro- 
jected only on an all-industry basis. Projections of local area employment in 
industry detail will be made upon completion of a loctil-area employment series 
now being prepared by BEA on a place-of-work basis. Meanwhile, the industry 
earnings components of personal income can serve, at least in limited degree, 
most uses for which industry employment figures are desired. 

In general, projected changes in total employment by State are closely cor- 
relatetl wifh those in total income. Minor differences between the behavior of 
i)rojected employment and of projected income are caused by the concentration 
of retired person.% together with their income, in certain areas and because 
transfer payments and property income expand in ^ome areas at rates that differ 
from the rate of employment increase. 



EitPLOYMENT PROJECTIONS 



ERIC 




lOf; 




Er|c 1 IGQ 



a27 



POPULATION PB0JECTI0N8 



As described in the section on methodology, changes in area population are 
projected as a function of changes in area employment, with special adjustments 
made for "retirement" areas. Because projected employment changes are re- 
conciled with projected changes in earnings of employees, and because earnings 
form the bulk of personal income, there is a strong correlation between, the 
projected <:hange8 in population and those in Income. 

As with the income projections, the projected population movements are gen- 
erally in line with past trends. The only slgnillcant exceptions are in New 
England and the Rocky Mountains (table 4). 

New England's population is projected to rise at an above-average rate. The 
region's population growth was below average during the 1940'8 and 1860's, when 
the region was falling behind national growth rates in most economic measures. 
During the 1960'8, when economic growth in the region nearly equaled that In 
the Nation, population growth was only slightly below average. During the 
1970's and 1980'8 the region's population growth Is projected to exceed the 
national rate by a small margin as people are attracted to the above-average 
economic opportunities of the region. 

In the RocSy Mountain States, where population growth was above average 
from 1929 to 1969, the projections call for growth slightly below average over 
the next two decades. This stems from the relatively slow growth projected 
for agricultural Income In Montana, Idaho, and Wyoming. Slow Income growth 
means fewer economic opportunities, which mean less immigration and some* 
times even net outmigration of population. Population projections for Individual 
States are shown in tables 4 and 6. 



In general, regional population and income growth rates both tend to deWate 
from the national average in the same direction, although the magnitudes of 
the deviations may differ a good deal (table 1). However, the observed tendency 
for regional per capita incomes to converge toward the national average means 
that some divergence does occur between trends in an area's population and in 
its personal income. The degree of this divergence appears to be correlated with 
the level of per capita income. Thus, in regions with above-average per capita 
income, the population growth rate tends to exceed the national average by a 
wider margin than does the personal income growth rate. In areas with below- 
average per capita income, population growth relative to the national average 
is slower than personal income growth relative to the national average. 
Under both conditions, the per capita income of the region moves toward the 
national average. The most striking examples of this occur in the Southeast and 
Far West (table 2). 
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Table 2, — Kcgioim! Per Capita Personal Income 
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III the Southeast, personal income growth far outpaced the national average 
from 1929 to 1901), but i>opulation growth was below average (table 1) As a 
result, i>er capita income iu the region rose from 52 percent of tlie national 
average in 1929 to 80 percent of it in 1969 (table 2). In the Far West, by 
contrast, income growth was well above average from 1929 to 1969 but population 
growth exccecle<l the national rate by an oven greater luar^n, and i>er capita 
income in the region fell fronr 129 percent of the national average to 112 percent. 

Continued convergence of per capita incomes is projected for 1969-90. This 
can be seen in summary in table 5 and in detail in table 6. 

CONCEPTS AXD METHODOLOGY 

'rhe projections presented here are based on an extension of past relationships 
believed to have relevance for the future. The choice of relationships to be ex- 
tended and the methodology for extending them are based on assimiptions, some 
of which are stated explicitly and some of which are implicit in tlie projection 
methodolog^y. The assumed condition.s are those believed to have the greatest 
probability of realization. Thus, the projections represent an attempt, inii)erfect 
tliough it may be, to forecast the economic future. 

In general, long range projections are more likely to prove wrong than are 
those made for short periods, and projections in det^iil are more likely to prove 
wrong than those of broad aggregates. Accordingly, projections for J090 are 
probably less reliable tiian those for 19S0; projections for a specific industry 
in a s-pecific region are probably less reliable than those for the Siime industry 
nationally; and earnings projections for a si^ecific industry are probably less 
reliable than those for total earnings or total income. By the same token, a 
proje<'tion of the labor force at the national level for 1090 is probably quite 
reliable because that labor force will be drawn alniost entirelv from a population 
the size and age distribution of which are known, though projected participation 
rates may be wrong. However, a projection of the 1990 labor force iu a given 
State is related not only to the current State population but also to future 
interstate migration, and is therefore much less reliable than the national 
projection. 

Assnm.pti(yns 

The projections are based on longrun or secular trends and ignore the cyclical 
fluctuations which characterize the shortruu path of the economy. The general 
assumptions that underlie the projections are as follows: 

(1) Growth of i>opulation will be conditioned by a decline of fertility rates 
from those of the 1962-1065 ix^riod. 

(2) Nationally, rea.sonablo full employment, represented by a 4 i^ercent un- 
employment rate, will prevail at both of the i)olnts for which projections are 
made: as in the past, unemployment will bo disproportionately distrihute<l 
rejrionnlly, but the disproportion will lie diminishincr. 

(3) At projection dates, there will be no direct effects on the projections due to 
foreign conflicts. 
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(4) Continued technological progress and capital accumulation will support 
ajrrowth in private output per manhour of 3 percent annually. 

vo) The new products that will appear will be accommodated within the 
existing industrial classification system, and, therefore, no new Industrial classi- 
fications are provided, 

(6) Growth in output can be achieved without ecological disaster or serious 
deterioration, although diversion of resources for pollution control will cause 
changes In the Industrial mix of output. 

(7) The composition of personal consumption will continue to change. 

The regional projections are based on the following additional assumptions: 
(1) The factors that have Influenced historical shifts In **export" Industry loca- 
tion will continue Into the future but the sharpness of the shifts will diminish. 

• (2) Trends toward area self-suflBciency In local-service Industries will continue. 

(3) Workers will migrate to areas of economic opportunities and away from 
slow growth or declining areas, 

(4) Regional earnings per worker and income per capita will continue to con- 
verge toward the national average, 

(5) Regional employment/population ratios will tend to move toward the 
national ratio. 
Projection procedure 

The State Income and employment projections were made In six major steps. 
First, total national population, employment, G-NP, personal income, and earn- 
ings were projected. Second, the projected national output, employment, and 
earnings were broken down into Industry detail on the basis of projected trends 
In industry shares of the national totals. 

The third step was to allocate the projected industry totals of employment and 
earnings to the 173 economic areas into which BEA has divided the country. The 
methodology of this step for each area's "export" industries — those that mainly 
produce goods and services for export from the area to other areas — was difl^erent 
from the methodology for the ai-ea's other industries, i.e., its "residentiary" 
industries. Basically, however, earnings and employment in both types of indus- 
try were projected by extrapolating past trends. The nonearnings components of 
personal income were projected for each area by a method similar to that used 
for residentiary industry earnings. 

The fourth step was to derive area population totals from projected area 
employment. 

The fifth step was necessitated by the fact that many of the 173 BEA economic 
areas cross State boundaries. In those cases, it was necessary to divide the 
projected area figures into State segments. Sixth, the area projections were 
aggregated to State totals. 

The projections procedure is by no means entirely mechanical : At various 
points in the process, it is essential that judgment be brought to bear, both in 
estimating the future rate of change in the industrial composition and location 
of output, and in checking the consistency of the projections. In particular, with 
employment and earnings projected separately, it is necessary to review for rea- 

♦ sonableness the implied industrial and regional patterns of earning.^ per worker. 
The decision to derive regional projections through the disaggregation of na- 
tional totals instead of through the independent projection or each component 
in each region is based on the assumption that the larger the economic area, the 
more adequate and reliable are the available statistical measures and the more 
reliable are the projections that can be made. This assumption applies also in the 
decision to derive projections of industrial detail at the national level by first 
projecting national employment, output, and earnings and then disaggregating 
into national totals for individual industries. Of course, it should be obvious that 
the disaggregation approach is also subject to substantial error— as is any 
procedure for forecasting the economic future. 

Gross national product 

The initial step in preparing the national projection;-? vvas the projection 
of the gross national product. This was done by multiplying projected man- 
hours worked by projected output per man-hour. The variables which entered 
the determination of man-hours worked include the working age population, 
labor force participation rates, general government employment (civilian and 
militiiry ) , and hours worked per year per man. 

The Bureau of the Census has made several different population projections, 
with the birthrate assumption the varying element. In light of all the factors 
that could be ascertained in mid-1969, when the decision was made regarding 
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the projected population to be used, the "0" series was selected. Of the five 
Census Bureau projected population series, this one has the second fastest 
f assumes a total fertility rate of 2,787 births per 1,000 women 
9^11^* "^^l^ Is below the rate of 3,300 in 1962-66, but above the rate of 
All! per 1,000 which would maintain a constant population, and above the 
preliminary 1970 rate of 2,472. The "0" series shows national population 
increasing from 203 million In 1970 to 270 million In 1990, or about 33 per- 
cent. The 'E series, which projects lower fertility than the "O" series and 
for that reason would be the choice of many persons today. Is only 4 4 ner- 
cent lower than the "O" series In 1990. 

The working age population, labor force participation, unemployment rate, 
and hours worked per man per year were each projected separately and the 
best available expertise was utilized In each case. The population of working 
age Is, of course, a subset of the total population; the labor force was de- 
rived by applying age- and sex-speciflc participation rates developed by the 
Bureau of Labor Stastlstlcs to the working age population. A 4-percent un- 
employment rate was adopted as representing full employment nationally. 
House worked per man per year In the private economy were projected to 
decrease by 0.25 percent per year, compared to the post-Worid War II average 
decrease of 0.4 percent per year. The slower rate assumes that the "easv'' 
reductions In hours of work have already been made. 

Output (real gross product) per man-hour In the private economy Increased 
at a compound annual rate of 3.2 percent from 1950 to 1968. The projection 
.n^^^*"^^^^' growth at a compound annual rate of 3 percent from 1968 
to 1990. The projected rate is some\vhat lower than the 1950-68 rate to 
allow for the fact that some part of the productivity growth In 1950-68 was 
attributable to a massive movement from farm to nonfarm work which can- 
not be repeated on a similar scale in the future. There is a varletv of opinion on 
the merits of using the 3-percent rate ; some forecasters w^ould lower the pro^ 
jected rate still further because of the projected shift in work force distribu- 
tion away from higher prwluctivity manufacturing to the iow^er productlvltv 
service industries. 

Private gross product was projected by multiplying private man-hours by 
output per man-hour in the private economy. Constant dollar government 
gross product was projected In accordance with conventional national income 
and product accounting proctice as the number of general government employees 
times average compensation In the base year. 

The sum of projected private and projected government gross product is 
projected constant dollar GXP, which grows at a compound annual rate of 4 
percent between 1968 and 1990. 

Since measures of gross regional product have not been constructed, it was 
necessary to translate GNP into measures which could be prepared regionally. 
Personal income and earnings 

The measures chosen for this purpose are personal income and its earn- 
Ings-of-persons component (the sum of wages and salaries, other labor income, 
and proprietors' income). The. choice rested on three considerations. First, 
personal income has a comparatively constant relationship to gross national 
product; second, its regional location is clear and can be measured with 
current data sources; and, third, the methodology for preparing regional 
estimates of personal income had already been developed. 

Projected personal income was derived from the relationship between 
constant dollar personal income and constant dollar GNP. A function was 
fitted mathematically to past values of the income/GXP ratio and extended 
to 1990. The projected 1990 ratio w^as applied to projected GNP to derive projected 
personal income. 

In a similar manner, the ratio of earnings of persons to total personal 
Income was projected and appLiwl to projected personal income in constant 
dollars to projected earnings in constant dollars. 

Industry detail 

The projected values of three national aggregate measures w^ere disaggregated 
industrially. The three measures are gross product (wiiich at the industry level 
is gross product originating, or GPO), earnings of persons, and employment. The 
disaggregation w^as into the 37 indnstry groups for which local area data on 
earnings and employment are availaf)le. (When the final projections were as- 
sembled at the State level, the 37 industries were combined into 28.) The dis- 
aggregation was done by extrapolating 1048-68 trends in the industrial compo- 
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sition of gross product, oaniings of i>orsons, and eniploj'ment ; that is, each in- 
dustry's share in total ONI*, total earnings, and total employment was extrap- 
olated and applied to the projected all-industry totals of GNP, earnings and 
employment 

The resulting projections of GNP, earnings, and employment for each industry 
were then reconciled. The reconciliation focused on two major considerations, 
First, projecte<] industry GTO, earnings, and oniploymont were examined in the 
light of historical trends in the relation.s!ui)S aniong eaniings per worker, GPO 
per worker, and earnings as a percent of gross product. Second, those ratio re- 
lationships for each industry were reviewed in the light of thc'corresponding all- 
Industrj' ratios, to judge how well the projected data adhere<l to the empirical 
observation that interindustty differences in e'aruing per worker and GPO per 
worker diminish over time. 

The national projections of industry employment used the data on "persons 
enga^jed in production" that are calculated by BE A as an adjunct to tlie national 
income and product accounts (table C.6 in July issues of the Sukvey). These data 
are conceptually consistent with the series on gross product originating and 
earnings. However, the "persoiLs engaged in production" series is not available 
on a regional basis. The only employment data with adequate industrial detail 
now available for local areas are from the decennial censuses of population. It 
was necessary, therefore, to convert the projected national industry employment 
to the Census employment concepts. This was done by first eliminating govern- 
ment workers from the various industries. The resulting 1960 Census employ- 
ment hgure.s tor each industry were then extrapolated forward by the projected 
change in the "persons engaged" .series (1970 Census employment data are not 
yot available for all States). Independently projected estimates of government 
employment were then added to projected private employment in the appro- 
priate industi-ie.s to yield national totals of employment for distribution to 
economic areas. 

EcoHomic areas 

Once projections had been made at the national level for output, earnings, and 
employment by industry, the next step was to allocate the national industry 
totals to subnational areas. This was done asing the 173 economic areas into 
which BE A has divided the country as part of its program of regional measure- 
ment, analysis, and projection. Each area has an urban center and surrounding 
comities where economic activity is focused, directly or indirectly, on the 
activity of the center. Each area combines place of residence and place of work 
as nearly as possible so that there is a minimum of commuting acros area 
boundaries. 

Each economic area has two types of industries. The "expert" industries pro- 
duce goods and services tliat are for the most part exported to other areas, pro- 
viding the earnings with which the area purchases the specialized goods and 
services of other areas. ''Residentiary" industries produce most o^ the services 
and some of the goods required by local business as intermediate products and 
by the household sector. Each economic area approaclies self-sufficiency with re- 
spect to its residentiary industries. 

Til ere is general similarity among economic areas in the interindustry rela- 
tionships — among "export" and residentiary industries — within each area. More- 
over, these interindustry relationships within areas exhibit substantial stability 
over time, although they do change as a result of secular trends and develoi)- 
mentiil thresholds (points at which local markets for intermediate or consumer 
prwlucts become large enough for local production to supplant all or a portion of 
imports). These characteristics of similarity and stability make the BEA eco- 
nomic areas superior for projection purposes to othef'geographic areas delineated 
in accordance with n^ neconomic criteria. Vor example, the relationships among 
industries located within a single county may api)ear to be meaningless and ran- 
dom. Such relationships would acquire meaning, of course, if data were avail- 
able on the county's imports and exports so that totiil input requirements of each 
local industry could be calculated. Use of tlie BEA economic areas for projections 
and analyses makes it unnocos.sar>- to have such data for residentiary industries, 
though export-import information is still needed for the "export" industries. 

Local area economic measures 

The local area economic measures used in the projections are population, total 
personal income, earnings l)y industry of origin, and employment by industry. 

Estimates of total personal income, earnings l)y industry, and the non-eaniings 
component of personal income in each S^ISA and non-SiSISA county have been 





prepared by BEA for 1020, 10^^40, 1050. 1050, 1062, r.ud annually from 10C5 for- 
ward. These were aggregiitod to tne 173 ecoiioiuic areas. Estimates of employ- 
ment by industry for the 1T3 ureas were based on tlie censuses of population for 
1930, 1940, 1050, and 1060. Estimates for 1062, 1065, and 1066 were made by 
moving the census data forward from 1060 with eniployinent data from County 
Business Patterns, supplemented by data from the American Railroad Associa- 
tion, the American Hospital Association, tlic Social Security Administnitiou, 
State employment security agencies and several economic censuses. Because 
there is very little comnuitiug across economic area lines, the census-based em- 
ployment data for economic areas, whicii reflect residence of the employees, are 
compatible with the area earnings dat^n, which reflect place of work. 

Economic area projections: Export^' industries 

Projections ot employment and earnings in '^export' industries were made, 
industry hy industry, for each economic area, on tlie basis of projections of the 
trend in the area's shares of total national employment and earnings in each 
industry. The trend in the share was projected into the future by fitting a least 
squares regression line to the logaritlims of the historical values of the share and 
the logarithms of time and extending this curve to 1000. The projecte<l shares 
derived in this manner were modified judgmental ly in sonre case.s, mainly where 
natural resources were expected to be depleted or where the historical data ap- 
peared weak or in error. The projected area shares, after being forced to total 
100 percent, were applied to the appropriate national totals to get projected abso- 
lute values. 

Earnings and employment in each of the "export" industries were projected 
independently Tor each economic area. Then, projected earnings per worker were 
calculated for each industry in each area and expressed as a percent of national 
earnings per worker in the industry. These ratios were a means of discovering 
inconsistencies between projected employment and i)rojected earnings. When 
inconsistencies occurred, the data were reviewed in the light of information from 
other sources and the two projections were reconciled. In some instances, this 
review pointed clearly to tiie need for a change in either projected earnings or 
projected employment, but occasionally compromise was necessary and both were 
adjusted. 

Ecoyiomic area projections: Residentiary in4ustrics 

Projected area earnings in each residentiary industry were derived from the 
following relationships: (1) The projected regional location quotient (LQ) for 
the industry, i.e., the ratio of the industry's share of total area earnings to the 
industry's share of total national earnings; (2) tlie projected national ratio of 
earnings in the industry* to total national earnings; and (3) projected earnings in 
total "export" industries in tlie area. 

The area LQ's for each residentiary industry — item (1) above — were projected 
as follows. Analysis of changes in the area LQ's of individual residentiary indus- 
tries from 1050 to 1060 showed that economic areas trend toward self-sufficiency 
in residentiary industries, i.e., IQ's trend toward 1.0. Analysis also showed that 
the slope of the trend depends upon the magnitude of the LQ. From this analysis, 
trend values for change in LQ's were set for several different ranges of LQ value. 
These trend values were then applied to the LQ of each residentiary industry 
hi 1060 and projected LQ's were determined for 1980 and 1000. 

The projected national ratio of earnings in each residentiary industry to total 
national earnings (item 2 above) was calculated from the national industry earn- 
ings projections that were mentioned as the second step of the overall projections 
methodology. 

Item 3 was derived by summing earnings of ''export" industries already 
projected for each economic area. 

Projected earnings for each residentiary^ industry in each area were derived 
as follows: First, the projected LQ for each residentiary industry (item 1) was 
multiplied by the projecte<l national ratio of earnings' in that residentiary In- 
dus trj^ to total national eaniings (item 2). This computation gave the projected 
.share of the residentiary industry in the area's total all-industry earnings. 
These shares were summed for all residentiary industries in the area. Sub- 
tracting the sum of residentiary shares from unity gave the **exi>ort" industry 
share. The division of this share into the projected absolute value of ''export" 
industry earnings — already calculated — yieldecl projecte<l total all-industry eani- 
ings for the area. To this total was applied the projected share of each residen- 
tiary industry in the area's total all-industry earnings (the product of items 1 
and 2) to obtain the projected absolute value of earnings in each residentiary 
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iiiuuStry in each area. The J^inn of the area values for each residentiary limiistry 
was forced to equal the previously projected national total for the industry', 
thereby keeping the projected series within the framework of the national 
projections. 

A comparable procedure was used to project residentiary employment by area. 
A« in the case of the "export" industry projections, projected residentiary em- 
ployment and earnings were recon.ciUHl. - 

Certain industries are classetl as residentiary in some areas and "export** 
in others. For example, in one area hotels may serve princiixilly the business 
community and local residents while in another, such as I>as Vegas, they may 
provide recreation for visitors and so form an * 'export" industry. Similarly, in 
one area printing and publishing may involve only local jiewsfpaper publishing 
and local business printing whereas in another area it may serve a national 
market through book and magazine publishing. In each area, employment and 
earnings in such industries were projected iii accordance with e<ich industry's 
chanicter in that area. This procedure necessitated a break of the projected na- 
tional totals for these indu.stries into that portion to be treated as *'export" and 
that as residentiary. 

Total earnings, tlie sum of ''export" and residentiary industry earnings, make 
up about SO [Xircent of total ixirsonal income. To complete the projections, prop- 
erty income, transfer payments, and contributions to social insurance (whicli 
are netted out of personal income) were projected by a modification of the pro- 
cedure useil for residentiary industries. 

Population projections 

The natural Increase in population in an area — births minus deaths — can be 
projected quite accurately when the national fertility rate is assimied. The 
critical element in a local area population projection made within a given, na- 
tional population total is intenirea migration. As previously noted it wasa^ssiianed 
in these projections that the major motivating factor iu mignition is? economic 
opportunity except in a few areas which attract an csiKKrially large number of 
retired persona Accordingly, changes in area iX)piilation were projected as a 
function of changes in area employment. 

Historically, there has been some variation among areas in the ratio of popu- 
lation to employment because of differences in unemployment and in labor force 
participation. The projection technique recognizes these differences but assumes 
that they will gradually disappear. (As stated in the summary of assumptions, 
4 percent unemployment was assumed nationally ibut not in each area separately.) 

The projected increases in employment were translated into i)opulation changes, 
by applying the projected national iX)pubition /employment ratio to area changes 
in emploj^nent. In areas where retired i>ers?ons comprise an especially large pro- 
I>ortjion of the iX)pulation: — and measured labor force i>articipation is unusually 
LOW — the retirement t)opulation is projected separately from the remainder. 

Historically, area per capita incomes have converged slowly toward the na- 
tional average, and the projected area per capita inconir derivwl from projecUxl 
personal income and projected population were analyzev vith this in mind. In a 
few eases, the behavior of projected iM^r capita income suggested need for re- 
examination and sometimes modification of the i)rojected components. 

State projections 

The final step in deriving State projection^ was to separate into State segments 
the projections of incomo, empioyment, and population for those of the 173 
BEA economic areas that cross State boundaries. State totals could then be 
calculated. The separation of area data into State segments was done by project- 
ing each State's share of the area's population and of the area's income and 
employment, industry by industry, on the basis of historical trends in shares. 
Projected State shares were applied to area totals of income, employment, and 
population to obtain absolute values for each State segment. This procedure 
was applied to both "export" and residentiary industries, as the disaggregation 
of. area totals into State segments invalidated the functional relationships be- 
tween "export" and residentiarj' industries that hold for economic areas and that 
can be used at that level to project residentiary industry activity from "export" 
industry activity. 
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The historical Income estimates for SMSA's were doue for e^ch SMSA as a 
whole aud not for the comiX)nent counties of the SMSA's. Accordingly, for tlie 
27 SMSA's that cross State boundaries arid therefore had to be disaggregated, 
SJpecial State breakdowns of the income components were prepares] for 1969. The 
percentage distributions derived from these breakdowns were used to disaggre- 
gate the projected income of each such SMSA into State segments. 

The BEA figures on total and iK>r capita income by State are expressed on 
a residence basis. In most States, however, tlie income figures would be different 
on a where-eanied basis because there is commuting across State boundaries. The 
data that are used for adjusting the State income series to a residence basis 
(for the basic data are on a where earned basis) are statistically w^eak and no 
attempt was made to project such adjustments directly. Instead, per capita in- 
come in each State was projected as a function of national per capita income, 
and multiplied by projected State ix)pulation to give projected total personal 
income by State. 

This procedure resulted in total and per capita State income being measured 
by place of residence. State earnings, however, were measured by place of work 
with one major exception : earnings of govenunent workers reflect place of resi- 
dence in both the liistori 'il and projected series. Thus, the difference between a 
State's total income and total earnings in table 6 is the sum of property income 
and transfer payments, less personal contributions for social insurance, plus an 
implicit commuting adjustment. It should be noted that because of the nature of 
BEA economic areas, total income in them is the same whether measured by 
plac^e of work or place of residence. Accordingly projected lyer capita income in 
economic areas is calculated directly as the quotient of total income and total 
population. 

The earnings data in table 6 are shown on a place-of-work basis for two 
reasons. First, there is no information currently available that could be used 
to adjust satisfactorily the earnings data to a place- of -residence basis. Second, 
in most uses to which the income projections will be put, earnings serve better 
on a place-of-work basis and total and i>er capita income are preferred on a 
residence basis. 

Because the geographic area of the District of Columbia is quite small in 
comparison with that of the States, aud because its future population probably 
depends upon the resolution of various problems more social than economic, 
no attempt has been made to project its population. Instead, the 1970 Census 
count has been held constant throughout the projection period. Earnings of 
person.^ working in the District and total personnel income of the constant resi- 
dent ix>pulaLion are projectetl for the District of Columbia in the same manner 
as for the States. 
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